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Summary	  This	  thesis	  examines	  whether	  a	  Ricardian	  export	  strategy	  based	  on	  the	  export	  of	  organic	  agricultural	  products	   is	  emerging	   in	  Argentina.	   It	   focuses	  on	  (1)	  how	  growth	  in	  Argentina	   is	  strongly	   dependent	   on	   agricultural	   exports,	   (2)	   how	   the	   emergence	   of	   a	   corporate-­‐environmental	   food	   regime	   favors	   the	   growth	   of	   the	   organic	  market,	   and	   (3)	  what	   benefits	  and	  constraints	  the	  institutional	  framework	  and	  the	  rural	  class	  structure	  of	  Argentina	  present	  for	   the	   development	   of	   organic	   production.	   To	   understand	   the	   different	   ways	   in	   which	  countries	   can	   engage	   in	   the	   global	   economy	   and	   create	   wealth	   for	   its	   citizens,	   this	   thesis	  combines	   Schwartz’s	   (2010)	   intermediate	   theory	   that	   combines	   an	   understanding	   of	   global	  market	   forces	  with	   the	  ability	  of	  states	   to	  adapt	  and	  shape	  market	   forces	   through	  Ricardian	  and	  Kaldorian	  strategies,	  with	  the	  network	  chain	  approach	  of	  Marin	  et	  al	  (2009),	  in	  order	  to	  update	   the	   intermediate	   theory	   to	   the	   changing	   terms	   of	   trade	   of	   the	   21st	   century.	   To	  understand	  whether	  Argentina	  is	  engaging	  in	  an	  organic	  export	  strategy,	  I	  analyze	  business-­‐state	  relations,	  the	  institutional	  framework	  and	  the	  small	  producers	  and	  small	  holder	  farmers’	  competitive	  capacity	  and	  their	  role	  in	  fostering	  organic	  production.	  	  The	   considerable	   spread	   of	   genetically	  modified	   (GM)	   plantations,	   the	   increase	   of	   farm	  mechanization,	   the	   large	   use	   of	   pesticides,	   and	   the	   expansion	   of	  mono-­‐crop	   areas,	   has	   had	  significant	  environmental,	  social	  and	  economic	  consequences	  in	  Argentina.	  The	  changes	  in	  the	  food	  paradigm,	  open	  the	  opportunity	  to	  replace	  GM	  soybeans	  with	  organic	  products	  bringing	  important	   environmental,	   social	   and	   economic	   advantages	   to	   Argentina,	   especially	   greater	  participation	   by	   small	   farmers.	   But	   the	   organic	   certification	   system	   and	   the	   high	   levels	   of	  knowledge	   required	   to	  make	   profitable	   agro-­‐ecological	   productions	   are	   high	   entry	   barriers	  for	  small	   farmers,	  which	   limit	  the	  export	  capacity	  of	  the	  country.	  This	  analysis	   identifies	  the	  main	   constraints	   for	   the	   organic	   system’s	   development	   as:	   the	   lack	   of	   association	   with	  managerial	   capabilities,	   the	   limited	   technological	   and	   commercial	   knowledge,	   the	   low	  development	   of	   the	   domestic	   market	   and	   the	   lack	   of	   decision	   and	   funds	   of	   the	   state	   to	  promote	  the	  organic	  sector.	  Until	  now,	  the	  Argentinean	  government	  has	  not	  shown	  signals	  of	  building	   the	   basis	   of	   an	   agro-­‐export	   Ricardian	   strategy	   that	   addresses	   the	   changes	   of	   the	  international	   food	   regime	   and	   that	   includes	   small	   farmers.	   The	   absence	   of	   a	   driver	   for	   the	  development	   of	   organic	   technological	   capabilities	   in	   farmers	   and	   the	   structure	   of	   the	   rural	  class,	   built	   by	   the	   legacy	   of	   previous	   Ricardian	   strategies,	   make	   it	   improbable	   that	   the	  Argentinean	   state	   seeks	   for	   the	   development	   of	   a	   labor	   intensive	   and	   input	   independent	  organic	  strategy	  that	  favors	  the	  development	  of	  small	  farmers.	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Chapter	  1.	  Introduction	  The	   adoptions	   of	   Ricardian	   strategies	   based	   on	   agricultural	   exports	   are	   at	   the	   core	   of	  Argentina’s	  development.	  The	  different	  levels	  of	  wealth	  and	  growth	  coincide	  with	  the	  ups	  and	  downs	   of	   Argentina’s	   agricultural	   export.	   For	   more	   than	   a	   century,	   different	   Argentinean	  governments	  have	  favored	  the	  export	  of	  agricultural	  commodities,	  relying	  on	  foreign	  demand	  and,	   for	   the	   most	   part,	   on	   foreign	   capital	   for	   investments.	   Agro-­‐export	   production	   variety	  shifted	   responding	   to	   market	   needs.	   The	   Green	   Revolution	   and	   the	   protein	   complex	  accentuated	   a	   process	   of	   land	   concentration	   to	   take	   advantage	   of	   economies	   of	   scale.	  Argentina’s	   adoption	   of	   GM	   soybeans	   was	   extensive	   and	   the	   simplification	   of	   practices	  combined	   with	   the	   large	   use	   of	   pesticides	   and	   chemicals,	   promoted	   by	   state	   action,	  accentuated	  the	  already	  unequal	  rural	  class	  structure	  of	  the	  country.	  Due	   to	   global	   changes,	   the	   easy	   technological	   adoption	   that	   promoted	   the	   increase	   of	  competitor	   countries,	   and	   the	   closing	  of	  markets	   for	  GM	  products1,	   the	   reliance	  on	   soybean	  exports	   is	   showing	   signs	   of	   unsustainability.	   As	   with	   previous	   agro-­‐export	   strategies,	   the	  eventual	   tappering	  off	  of	  exports	  demands	   the	  search	   for	  a	  new	  agricultural	  export	  product	  that	  can	  replace	  the	  soybeans’	  growth	  contribution.	  	  The	   changing	   terms	   of	   trade,	   the	   developments	   in	   Information	   Communications	   and	  Technologies	   (ICTs),	   growing	   environmental	   concerns	   and	   the	   emergence	   of	   a	   ‘corporate-­‐environmental	   food	   regime’	   are	   responding	   to	   shifting	   consumer	   preferences,	   who	   are	  increasingly	   in	   demand	   of	   organic	   products.	   The	   incredible	   growth	   of	   this	   niche	   market	  anticipates	   a	   paradigm	   shift	   in	   the	   food	   system.	   Thus	   the	   emergence	   of	   the	   organic	  market	  opens	  a	  window	  of	  opportunity	  for	  developing	  countries	  to	  catch	  up	  by	  producing	  high-­‐value	  agricultural	  goods.	  Argentina’s	  engagement	   in	   the	  sector	  started	   in	   the	  early	  1990s,	  when	   it	  was	  one	  of	   the	  six	  countries	   that	  achieved	  the	  recognition	  to	  export	  organic	  products	   to	   the	  European	  Union.	  Although	  market	  competition	  increased,	  the	  organic	  tons	  exported	  grew	  by	  416%	  between	  2000	  and	  2011,	  and	  its	  share	  of	  participation	  in	  the	  world	  doubled	  since	  2003.	  This	   thesis	   suggests	   that	  organic	  production	   could	  become	  a	  major	   export	  of	  Argentina,	  while	  bringing	  other	  major	  environmental,	   social	  and	  economic	  benefits	   to	   the	  country.	  The	  historical	   development	   of	   Ricardian	   exports	   based	   on	   agricultural	   commodities	   had	   strong	  consequences	   for	   the	   rural	   social	   structure,	   creating	   possibilities	   and	   opportunities	   for	  development.	   Through	   Argentinean	   history,	   the	   state	   has	   supported	   export	   strategies	   that	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  1	  While	  many	  European	  countries	  have	  GM	  restrictions	  to	  importations,	  the	  introduction	  of	  GM	  seeds	  in	  Europe	  is	  banned	  by	  most	  countries	  http://www.foodnavigator.com/Legislation/Poland-­‐latest-­‐European-­‐country-­‐to-­‐ban-­‐GM-­‐crops.	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benefited	   large-­‐scale	   farms,	   resulting	   in	   uneven	   patterns	   of	   development	   and	   income	  distribution.	   The	   organic	   production	   is	   an	   opportunity	   to	   revert	   this	   situation	   and	  promote	  business	   associations,	   technological	   learning,	   soil	   protection,	   and	   innovation	   opportunities,	  among	   other	   benefits,	   creating	   learning	   capabilities	   that	   will	   prevail	   for	   future	   export	  strategies,	  while	  creating	  high	  value-­‐added	  exports.	  The	  purpose	  of	   this	   study	   is	   to	   relate	  how	   the	   increase	  of	   the	  global	  demand	  of	  organic	  products	  presents	  an	  opportunity	  for	  the	  creation	  of	  high	  value-­‐added	  export	  and	  to	  analyze	  how	  Argentina	  is	  engaging	  in	  this	  opportunity.	  Because	  increasing	  global	  competition	  has	  led	  to	   the	  commoditization	  of	  goods,	   cost	   reduction	  and	   the	   fall	  of	  barriers	   to	   the	  movement	  of	  people,	  capital,	  technology,	  ideas	  and	  values,	  studying	  organic	  production	  becomes	  relevant	  as	  it	   promotes	   global	   trade	   which	   entails	   health,	   environment	   and	   social	   concerns.	   These	  changes	   encompass	   international	   organizations	   that	   work	   to	   change	   the	   functioning	   of	  international	   trade	   through	   international	   standards.	   The	   organic	   standard	   provides	  differentiation	  features	  that	  add	  value	  to	  production	  and	  open	  innovation	  opportunities	  that	  can	   allow	   small	   farmers’	   engagement	   in	   global	   markets	   without	   suffering	   the	  counterproductive	   effects	   of	   globalization	   (i.e.	   the	   loss	   of	   value	   of	   their	   goods	   due	   to	   the	  increasing	  competition,	  high	  knowledge	  costs	  and	  high	  imported	  input	  costs).	  Several	  researchers	  have	  analyzed	  the	  different	  economic	  strategies	  adopted	  by	  Argentina	  and	   the	   emergence	   of	   the	   organic	   standard,	   but	   none	   has	   linked	   both	   subjects.	   Despite	   the	  spectacular	   growth	   of	   the	   global	   demand	   for	   organic	   products,	   research	   focusing	   on	   how	  Argentina	   is	   addressing	   organic	   production	   is	   polarized	   and	   limited.	   Few	   analyses	   focus	   on	  the	  different	  approaches	  of	  the	  state	  towards	  the	  development	  of	  the	  sector,	  and	  findings	  are	  contested.	   By	   focusing	   on	   the	   political	   economy	   aspects	   of	   the	   development	   of	   the	   organic	  production	  in	  Argentina	  immersed	  in	  the	  current	  changing	  globalization,	  this	  work	  adds	  new	  aspects	  to	  the	  analysis	  that	  have	  not	  been	  considered	  by	  the	  existing	  literature.	  Besides,	   research	   focusing	   on	   assessing	   the	   engagement	   of	   organic	   production	   in	  development	   strategies	   of	   middle-­‐income	   countries	   is	   limited.	   The	   increasing	   demand	   for	  organic	  produce	  and	  the	  emergence	  of	  health	  and	  environmental	  issues,	  highlight	  the	  need	  for	  an	   analysis	   of	   the	   possible	   economic,	   social	   and	   environmental	   contributions	   of	   a	  development	  strategy	  built	  on	  organic	  production	  methods.	  Thus,	  the	  objective	  of	  this	  thesis	  is	   to	  understand	  how	  Argentina	   is	   engaging	  with	   the	  development	  opportunity	  provided	  by	  the	  emergence	  of	  the	  organic	  market.	  Specifically,	  the	  research	  question	  of	  this	  thesis	  is	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Is	   organic	   production	   for	   export	   developing	   the	   bases	   of	   a	   future	   Ricardian	  
strategy	   in	   Argentina	   that	   includes	   small	   farmers	   in	   a	   way	   that	   previous	  
patterns	  of	  agricultural	  production	  and	  development	  strategies	  did	  not?	  	  
1.1	  Theoretical	  approach,	  Analytical	  Framework	  and	  Sources	  	  	  The	   theoretical	   approach	   of	   this	   thesis	   reconciles	   the	   discussions	   on	   the	   different	  development	  strategies	   that	   countries	  can	  adopt	  with	   the	  new	  challenges	  and	  opportunities	  brought	   about	   by	   the	   current	   changes	   of	   the	   globalization	   process.	   The	   review	   of	   the	  discussions	   on	   development	   strategies	   is	   centered	   around	   how	   the	   state’s	   involvement	   can	  foster	   development	   and	   how	   countries	   should	   engage	   in	   global	   free	   trade.	   Both	   are	   crucial	  lines	  of	  discussion	  of	   the	  main	   schools	  of	   thought	  on	   the	  matter	   that	  will	  be	  exposed	   in	   the	  theoretical	   framework.	   In	   between	   those	   extremes,	   Schwartz	   (2010)	   takes	   an	   intermediate	  perspective,	   which	   recognizes	   the	   fundamental	   role	   of	   the	   state	   and	   the	   participation	   in	  	  global	  trade	  as	  essential	  for	  fostering	  development.	  He	  argues	  that	  state	  institutions	  can	  both	  engage	   in	  global	   trade	  by	  producing	  what	   they	  do	  best	  at	   lower	  costs	   (Ricardian	  approach),	  while	   investing	   in	   creating	   new	   competitive	   advantages	   (Kaldorian	   approach).	   This	  theoretical	  approach	  is	  complemented	  with	  the	  theory	  of	  Marin	  et	  al	  (2009)	  that	  explains	  the	  current	  possibilities	   that	   the	  changing	  nature	  of	  globalization	  brings	   for	  major	  development	  leaps.	  The	  current	  changes	  of	  globalization	  are	  characterized	  by	  the	  rapid	  evolution	  of	   ICT’s	  that	  changed	  value	  chains’	  dynamics	  and	  composition,	  rising	  environmental	  awareness.	  This	  is	  followed	  by:	  the	  increase	  of	  transportation	  and	  production	  costs,	  the	  addition	  of	  huge	  labor	  reserve	   armies	   that	   lowered	   the	   costs	   of	   manufactured	   goods	   and	   that	   led	   to	   the	  commoditization	   of	   manufactures,	   and	   the	   rise	   of	   emerging	   countries	   that	   increased	   the	  demand	   of	   primary	   goods	   (Kaplinsky,	   2009),	   rising	   the	   incomes	   of	   Ricardian	   developers.	  These	  new	  conditions	  open	  developmental	  opportunities	  that,	  if	  well	  exploited,	  could	  lead	  to	  major	  developmental	  leaps.	  Both	   theoretical	   approaches	   see	   innovation	   as	   the	   main	   driver	   for	   the	   developmental	  leaps.	   But,	   achieving	   innovation	   usually	   demands	   big	   investments	   and	   the	   involvement	   of	  various	  actors.	  The	  role	  of	  the	  state	  becomes	  fundamental,	  as	  it	  could	  coordinate	  those	  actors	  better	  and	  could	  re-­‐direct	  the	  income	  contribution	  brought	  by	  the	  export	  of	  raw	  materials	  to	  sectors	   that	   can	   bring	   innovation	   opportunities,	   and	   with	   them	   allow	   the	   enhancement	   of	  rents.	  In	  this	  case	  analysis,	  the	  income	  provided	  from	  the	  export	  of	  soybean	  and	  by-­‐products	  could	  foster	  other	  developmental	  sectors	  of	  Argentina,	  among	  them	  organic	  production.	  
	   6	  
The	   creation	   of	   innovation	   demands	   the	   interaction	   between	   firms,	   corporations,	  institutions,	  suppliers,	  universities,	  government	  agencies,	  and	  other	  entities.	  This	  interaction	  makes	  the	  global	  value	  chain	  approach	  a	  limited	  analytical	  framework,	  as	  it	  only	  analyses	  the	  vertical	   relations	   between	   producers,	   suppliers	   and	   consumers.	   For	   this	   reason	   I	   have	  combined	   it	   with	   tools	   from	   network	   analysis,	   which	   allowed	   me	   to	   take	   the	   horizontal	  linkages	   into	   account.	   The	   third	   part	   of	   the	   theoretical	   framework	   provides	   the	   analytical	  tools	   for	   the	   assessment	   of	   the	   relations	   between	   state	   and	   business,	   complemented	   with	  other	  institutions	  (such	  as	  universities	  or	  regional	  think-­‐thanks),	  and	  also	  special	  attention	  on	  the	  possibilities	  for	  engaging	  small	  famers.	  I	   have	   used	   the	   business-­‐state	   relations	   theory	   to	   review	   the	   features	   of	   the	  developmental	  state	  (Evans,	  1992),	  the	  creation	  of	  developmental	  relations	  between	  the	  state	  and	  business	   (Schneider	  et	  al,	  1997)	  and	   the	  analysis	  of	   the	  motivations	   that	   states	  have	   to	  develop	  those	  relations	  (Ouma	  &	  Whitfield,	  2012).	  For	  the	  study	  of	  small	  farmers,	  a	  review	  of	  various	  investigations	  is	  provided;	  highlighting	  successful	  features	  that	  allow	  the	  engagement	  of	   small	   farmers	   in	   export	   markets	   elsewhere.	   The	   engagement	   of	   small	   producers	   and	  smallholder	  farmers	  is	  key	  for	  the	  development	  of	  the	  organic	  sector	  under	  the	  current	  global	  conditions.	   Based	   on	   a	   literature	   review	   that	   proves	   the	   need	   of	   cooperation	   between	  business	   and	   the	   state	   to	   increase	   small	   farmers’	   participation	   in	   global	   markets,	   the	   last	  section	   of	   the	   theoretical	   framework	   provides	   the	   necessary	   elements	   to	   assess	   the	  development	  of	  organic	  production	  in	  Argentina.	  The	   analysis	   of	   the	   interaction	  dynamics	   of	   the	  organic	  market	   is	   based	  on	  quantitative	  and	  qualitative	  data.	  The	  quantitative	  data	  is	  essential	  to	  assess	  the	  significance,	  growth	  and	  historic	  evolution	  of	  organic	  production	  globally,	  regionally	  and	  country-­‐wide.	  The	  analysis	  of	  statistics	  on	  organic	  farming	  and	  the	  global	  market	  is	  based	  on	  the	  International	  Foundation	  of	  Organic	  Agriculture	  (IFOAM),	  the	  Research	  Institute	  of	  Organic	  Agriculture	  (FiBL)	  and	  the	  Food	  and	  Agriculture	  Organization	  (FAO)	  statistics,	  which	  are	  compiled	  by	  national	  statistical	  institutes.	   Qualitative	   literature	   allowed	   me	   to	   historically	   conceptualize	   the	   emergence	   of	  organic	   production	   and	   to	   identify	   the	   ‘winners’	   and	   ‘losers’	   of	   the	   current	   organic	   global	  trade.	  Among	  them	  Giovannucci	  &	  Ponte	  (2005),	  Reardon	  &	  Flores	  (2006),	  Dolan	  &	  Humphrey	  (2004)	   and	   Raynolds	   (2004)	   stand	   out.	   Furthermore,	   qualitative	   analysis	   is	   essential	   to	  contextualize	   fluctuations	   and	   points	   of	   view	   from	   the	   core	   actors	   and	   government	   policy	  decision-­‐making.	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Senasa’s	  2000-­‐2012	  annual	  reports	  were	  used	  for	  the	  quantitative	  analysis	  of	  Argentina’s	  organic	  sector,	  supported	  with	  FiBL,	  IFOAM	  and	  FAO	  sources	  when	  there	  was	  a	  lack	  of	  data.	  The	  reports	  were	  complemented	  by	  a	  review	  of	  existing	  literature,	  the	  resolutions	  and	  Acts	  of	  meetings	   of	   the	   Advisory	   Commission	   for	   the	   Organic	   Production	   of	   the	   Ministry	   of	  Agriculture	  of	   the	  Nation,	   and	   semi-­‐structured	   interviews	  with	   seven	  qualified	   experts.	   The	  interviewees	  were	  selected	  in	  order	  to	  give	  an	  insight	  into	  the	  relationships	  among	  key	  sector	  institutions	  and	  how	  they	  worked	  to	   foster	   the	  development	  of	   the	  sector.	  Due	  to	   their	   long	  trajectory,	  interviewees	  are	  highly	  recognized	  in	  the	  field,	  and	  they	  provided	  me	  with	  a	  deep	  level	  of	  knowledge	  of	  the	  constraints	  that	  the	  Argentinean	  organic	  sector	  must	  confront.	  This	  primary	   data	   permitted	   a	   more	   complete	   analysis	   closer	   to	   reality	   than	   one	   based	   only	   in	  secondary	  sources.	  The	  interviewees	  were:	  the	  director	  of	  MAPO	  (most	  important	  NGO	  of	  the	  sector),	  a	  coordinator	  of	   the	  organic	  board	  of	   the	  Ministry	  of	  Agriculture,	   the	  director	  of	   the	  organic	   division	   of	   Senasa	   (state	   health	   control	   agency),	   the	   coordinator	   of	   the	   organic	  division	  of	   INTA	   (technological	   institute),	   one	   certified	  and	  one	  non-­‐certified	   small	   farmers.	  The	   interviews	   mainly	   focused	   on:	   the	   limits	   of	   the	   export	   and	   domestic	   markets,	   the	  constraints	  for	  increasing	  production,	  the	  Argentinean	  certification	  system	  and	  the	  inclusion	  of	  small	  producers,	  state	  policies	  concerning	  the	  sector	  (limitations	  and	  advantages),	  and	  the	  interaction	   between	   the	   organizations	   and	   institutions	   of	   the	   sector.	   As	   a	   result,	   the	  assessment	  on	  the	  contributions	  of	  the	  institutional	  framework	  and	  the	  needs	  and	  constraints	  of	  the	  sector	  are	  mainly	  developed	  in	  chapter	  5.	  The	   personal	   interview	   methodology	   allowed	   me	   to	   have	   direct	   contact	   and	   close	  approach	  that	  allowed	  me	  to	  understand	  deeply	  the	  interviewees	  insights	  of	  the	  problems	  of	  the	  sector.	  The	  selection	  of	  the	  two	  small	  farmers	  interviewed	  was	  made	  randomly,	  following	  two	  rules.	  The	  first,	  that	  it	  should	  be	  one	  certified	  and	  one	  non-­‐certified	  organic	  producer,	  and	  the	   second,	   that	   both	   had	   to	   be	   actively	   commercializing	   in	   an	   organic	   market.	   Although	  interviewing	  more	  producers	  would	  have	  been	   interesting	   it	  was	  beyond	  the	  possibilities	  of	  this	   study	   and	   it	   would	   have	   diverted	   the	   direction	   of	   it.	   The	   inclusion	   of	   these	   two	  interviewees	  was	  to	  hear	  from	  people	  with	  diverse	  positions	  and	  to	  avoid	  the	  risk	  of	  a	  narrow	  view	  only	  represented	  by	  institutions.	  Even	  though	  time	  and	  energy	  consuming,	  the	  fieldwork	  substantially	  enriched	  the	  approach	  and	  allowed	  me	  to	   focus	  and	  narrow	  the	  essence	  of	   the	  problems	  without	  misinterpretation	  or	  misunderstanding	  the	  constraints	  and	  benefits	  of	  the	  implemented	  framework.	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Space	   and	   time	   constraints	   and	   the	   abundance	   of	   studies	   published	   on	   the	   subjects	  analyzed	  made	  it	  challenging	  to	  assess	  all	  works	  and	  articles	  available.	  A	  selection	  was	  made	  based	   on	   the	   relevance	   of	   the	   articles	   to	   the	   research	   question.	   I	   have	   prioritized	   the	  exposition	  of	  different	  perspectives	  and	  recognized	  scholars.	  For	  money,	  space	  and	  scope	  limitations,	  the	  institutional	  actors	  and	  the	  two	  small	  farmers	  interviewed,	  together	  with	  the	  literature	  reviewed	  provided	  the	  insight	  on	  the	  small	  farmers’	  needs	   instead	  of	   elaborating	   a	  profound	   fieldwork	  with	   them.	  Even	   though	   it	   is	   interesting,	  presenting	  farmers’	  specific	  needs	  and	  limitations	  is	  not	  the	  objective	  of	  this	  thesis.	  	  Due	   to	  practical	   limitations,	   the	  analysis	  of	  private	  organic	  standards	   from	   international	  corporations	  was	   left	   out,	   as	   they	   did	   not	   have	   a	   direct	   effect	   on	   the	   findings	   of	   this	  work.	  Limitations	   of	   time,	   space,	   scope	   and	  money	  mean	   this	   research	  has	   relied	   on	  national	   and	  international	   statistics	   without	   questioning	   survey	   methodologies	   and	   trusting	   the	   well-­‐respected	  reputation	  of	  the	  quoted	  organizations.	  Although	   comparisons	   between	   legal	   frameworks	   and	   state	   involvement	   between	  Argentina,	   Brazil,	   Spain	   and	   others	   are	   suggested,	   the	   ambition	   of	   this	   thesis	   is	   not	   a	  comparative	   but	   a	   case	   analysis	   study.	   I	   encourage	   future	   works	   that	   elaborate	   these	  comparisons,	  as	  they	  would	  contribute	  to	  the	  debate	  on	  developmental	  policies.	  
1.2	  Structure	  of	  the	  thesis	  	  
Chapter	  3	  shows	  that	  the	  dependency	  of	  Argentina’s	  development	  has	  been	  and	  continues	  to	  be	  
on	   agricultural	   production	   and	   exports.	   This	   demands	   the	   constant	   replacement	   from	   one	  Ricardian	   export	   with	   another.	   The	   different	   development	   strategies	   implemented	   in	  Argentina	  were	   supported	   by	   the	   agricultural	   exports	   that	   satisfied	   external	   demands.	   The	  current	   agro-­‐export	   strategy,	   developed	   on	   the	   export	   of	   GM	   soybeans,	   is	   the	   single	  major	  contributor	   to	  Argentina’s	  GDP	  and	   the	   tax	  collection	   from	   it	   is	  a	  major	   income	  of	   the	  state.	  But	   as	   previous	   Ricardian	   exports	   of	   the	   country	   (e.g.	   wool,	   meat,	   wheat,	   and	   others),	   the	  soybean	   exports	   are	   reaching	   an	   end	   jeopardizing	   the	   future	   of	   Argentina’s	   wealth	   and	  industrialization	  funds.	  	  
Chapter	  4	  explains	  the	  changing	  towards	  new	  trends	  in	  the	  food	  market	  and	  how	  advanced	  this	  
new	  food	  paradigm	  is.	  The	  rapid	  growth	  of	  the	  global	  trade	  of	  organic	  food	  and	  drinks	  shows	  a	  changing	  pattern	  in	  consumption	  and	  production	  methods	  that	  demands	  the	  adaptation	  and	  transformation	   of	   many	   parts	   of	   the	   world.	   This	   New	   Green	   Revolution	   started	   in	   Europe,	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extended	  to	  the	  US,	  Japan	  and	  Canada,	  and	  is	  growing	  fast	  in	  emerging	  markets	  supported	  by	  changing	   terms	   of	   trade	   and	   ICT’s	   developments.	   What	   has	   begun	   as	   health-­‐concerned	  consumerism	  against	  the	  use	  of	  pesticides	  and	  chemicals	  in	  food	  production	  today	  joins	  new	  concerns	   and	   global	   demands	   related	   to	   environmental	   and	   social	   aspects	   of	   agricultural	  production.	   Consumers	   willing	   to	   pay	   more	   for	   special	   products	   drove	   differentiation	   of	  production	   and	   opened	   market	   opportunities	   that	   can	   better	   be	   addressed	   by	   developing	  countries.	  	  But	   not	   all	   countries	   are	   equally	   prepared	   to	   adopt	   organic	   production	   methods.	   The	  expansion	  of	  cropping	  areas	  and	  the	  protein	  and	  biofuel	  chains	  under	  the	  Green	  Revolution’s	  promise	   to	   feed	   the	   world2 	  was	   unevenly	   accomplished,	   and	   imposed	   simplified	   rural	  technologies	   changing	   the	   production	   methods.	   The	   emergence	   of	   new	   organic	   trends	  demands	   the	   adoption	   of	   agro-­‐ecological	   sustainable	   methods	   of	   production	   that	   involve	  knowledge	  capabilities.	  These	  challenges	  present	  high	  barriers	   to	  entry	   for	   farmers	  and	   the	  first	  in	  overcoming	  them	  will	  benefit	  with	  higher	  rents.	  	  
Chapter	  5	  analyzes	  whether	  Argentina	   is	   shifting	   its	  production	  methods	   to	   take	  advantage	  of	  
the	  food	  market	  changes.	  The	  conversion	  to	  organic	  production	   implies	   the	  creation	  of	  agro-­‐ecological,	  profitable	  and	  sustainable	  systems	  of	  production.	  Pest	  control	  without	   the	  use	  of	  chemical	   pesticides,	   as	   well	   as,	   absorbing	   certification	   costs	   and	   making	   yields	   profitable	  become	  high	  knowledge	  demanding	  for	  organic	  producers.	  This	  has	  to	  be	  accompanied	  with	  commercialization	   opportunities	   and	   practices	   that	   are	   specific	   for	   the	   organic	   production	  and	   that	   also	   are	   knowledge	   demanding.	   State	   action	   in	   R&D,	   capacity	   building,	   knowledge	  exchange	   increase	   and	   farmer	   associations’	   promotion	   become	   fundamental	   for	   the	  development	  of	  the	  sector.	  Farmer	  associations	  become	  essential	  for	  knowledge	  exchange	  and	  they	   are	   important	   cost	   reducers,	   but	   Argentina’s	   previous	   development	   strategy	   favored	  large	   exporters,	   economies	   of	   scale	   and	   did	   not	   encourage	   small	   farmers’	   association.	   The	  Argentinean	   organic	   sector	   has	   only	   1,699	   medium	   size	   and	   small	   producers,	   but	   many	  organic	  farmers	  by-­‐default	  lack	  of	  the	  knowledge	  to	  certify	  and	  increase	  yields	  and	  rents.	  Although	   other	   countries	   have	   successfully	   incorporated	   small	   farmers	   into	   organic	  agricultural	  production	  methods	  (e.g.	  Mexico,	  Brazil,	  Peru	  or	  Chile),	   the	  Argentinean	  organic	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  2	  Today	  multinational	   organizations	   undersand	   this	   approach	   as	   counterproductive	   to	   that	   end,	   and	  believe	  that	  organic	  farming	  practices,	  because	  of	  the	  input	  independence	  and	  the	  social	  inclusion	  that	  they	  promote,	  can	  get	  closer	  to	  that	  goal.	  See:	  http://www.stwr.org/food-­‐security-­‐agriculture/unctad-­‐organic-­‐agriculture-­‐can-­‐feed-­‐africa.html	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institutional	   framework	   does	   not	   favor	   the	   conversion	   of	   small	   farmers	   due	   to	   the	   high	  learning	   costs	   it	   involves.	   Various	   factors	   minimize	   the	   possibilities	   of	   the	   government	   to	  address	  the	  organic	  production	  as	  the	  replacement	  of	  the	  soybeans.	  The	  most	  important	  are:	  the	  lack	  of	  developmental	  association	  that	  can	  share	  and	  spread	  the	  knowledge	  required;	  the	  small	   domestic	   market	   that	   hinders	   growing	   possibilities,	   that	   otherwise	   could	   lead	   to	  achieving	  access	  to	  export	  markets;	  and	  the	  little	  involvement	  of	  the	  state	  for	  the	  promotion	  of	   the	   sector,	   with	   the	   small	   funds	   destined	   to	   it.	   Without	   the	   state	   as	   a	   driver	   the	  development	   of	   the	   knowledge	   and	   capabilities	   required	   by	   the	   actors	   of	   the	   sector	   are	  unlikely	  to	  emerge.	  	  
Chapter	   6	   concludes	   by	   discussing	   whether	   Argentina	   is	   developing	   the	   bases	   of	   a	   future	  
Ricardian	   strategy	   based	   on	   the	   export	   of	   organic	   products	   that	   includes	   small	   farmers	   and	  
promotes	   wealth	   redistribution.	   The	   analysis	   elaborated	   in	   the	   previous	   chapters	   allows	  evaluating	   the	   current	   stage	   of	   the	   organic	   production	   in	   Argentina,	   its	   advantages	   and	  constraints,	  and	  how	  the	  state	  is	  promoting	  it.	  By	  comparing	  its	  development	  with	  the	  one	  of	  the	  soybean	  strategy,	  I	  aimed	  to	  highlight	  the	  similarities	  and	  differences	  between	  both	  types	  of	  productions	  and	  assess	  the	  strengths	  and	  weaknesses	  of	  each	  of	  them.	  Trough	  applying	  the	  theory	  of	  the	  business-­‐state	  relations	  and	  the	  small	  farmers	  approach,	  this	  chapter	  addresses	  the	  advantages	  and	  constraints	  of	  the	  institutional	  framework	  and	  how	  it	   influences	   the	   future	  of	   the	   organic	  production.	  By	   identifying	   the	  drivers	   of	   the	   soybean	  strategy,	  I	  analyze	  possible	  drivers	  of	  organic	  production	  that	  can	  promote	  the	  diffusion	  of	  the	  organic	   technological	   capabilities	   needed.	   I	   also	   speculate	  why	   this	   driver	   is	   improbable	   to	  appear	  in	  the	  present	  conditions.	  	  
Chapter	  2.	  Theoretical	  Framework	  The	   theoretical	   framework	   is	   divided	   into	   three	   parts.	   First,	   the	   general	   theoretical	  approaches	  summarize	  the	  discussion	  about	  the	  different	  development	  strategies	  that	  states	  can	   adopt.	   The	   implications,	   risks,	   challenges,	   advantages	   and	   disadvantages	   are	   exposed	  considering	  the	  domestic	  and	  international	  division	  of	  labor	  for	  each	  strategy.	  	  The	  political	   choices	   that	  determine	   the	  path	  of	  development	  are	  always	  affected	  by	   the	  international	   context.	   During	   the	   last	   decades,	   the	   world´s	   consumption	   and	   production	  patterns	   have	   been	   changing	   fast:	   the	   extensive	   development	   of	   ICT’s	   altered	   the	   relations	  between	   buyers	   and	   sellers	   and	   between	   producers	   and	   suppliers,	   environmental	   concerns	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increased	   transportation	   and	   production	   costs,	   the	   incorporation	   of	   big	   amounts	   of	   labor	  forces	   have	   reduced	   costs	   so	  much	  which	   has	   led	   to	   the	   commoditization	   of	  manufactured	  goods,	  and	  so	  on.	  Under	  the	  new	  conditions,	  states	  have	  new	  challenges	  and	  opportunities	  to	  approach	   their	  development	   strategies.	  The	  new	   interaction	  between	   firms	  or	   corporations,	  institutions,	   suppliers,	   universities,	   government	   agencies,	   and	   others,	   demands	   the	   use	   of	   a	  network	   analytical	   tool,	   which	   considers	   horizontal	   linkages	   that	   can	   be	   essential	   for	  innovation.	  Innovation	  features	  and	  creation	  of	  super	  rents	  will	  have	  a	  special	  focus,	  because	  they	  can	  generate	  huge	  leaps	  forward	  in	  the	  development	  race	  of	  developing	  countries.	  	  Finally,	   the	   third	   section	   will	   focus	   on	   the	   local	   adaptations	   to	   these	   changes	   from	   the	  point	  of	  view	  of	   the	  business-­‐state	  relations	  and	  the	  smallholder	   farmers’	  development.	  The	  objective	   is	   to	   review	   the	   tools	   that	   encouraged	   fast	   development	   processes	   elsewhere,	   to	  extrapolate	  the	  key	  actors	  and	  areas	   in	  which	  state	  efforts	  can	  focus	  to	  ensure	  collaboration	  and	   association	   initiatives	   that	   lead	   to	   production	   increases.	   Also,	   I	   will	   analyze	   the	  advantages	  of	  engaging	  small	  farmers	  in	  the	  development	  process.	  Small	  farmers	  become	  key	  actors	   in	  most	   organic	   chains	   because	   they	   usually	   live	   in	   the	  working	   place,	  which	   allows	  them	  to	  better	  control	  production	  and	  absorb	  better	  the	  labor	  costs.	  This	   literature	  review	  does	  not	   intend	  to	  cover	  all	   that	  has	  been	  written	  on	  the	  subjects,	  but	  rather	  aims	  to	  expose	  the	  main	  ideas	  and	  controversies.	  The	  analytical	  tools	  provided	  will	  be	   applied	   through	   the	   different	   chapters	   of	   the	   thesis,	   corresponding,	   at	   glance,	   with	   the	  chapters	  with	  the	  sections	  of	  this	  theoretical	  framework.	  	  
2.1	  General	  theoretical	  approaches	  The	  debate	  on	   the	   relation	  between	  openness	  and	  development	  has	  divided	  economists	  and	   theorists	   focusing	   on	   state	   policies	   for	   more	   than	   a	   century.	  Western	   economists	   (e.g.	  Marshall,	   1930;	   Samuelson,	   1948,	   1975,	   and	   others	   in	   Van	   Der	   Pijl,	   2009)	   based	   on	   David	  Ricardo’s	   ideas,	   have	   vigorously	   defended	   free-­‐trade	   as	   the	   only	   development	   path.	   On	   the	  other	   side,	   left-­‐wing	   economists	   (e.g.	   Robinson,	   1960,	   1973;	   Emmanuel	   1972,	   1977,	   1980;	  Wallerstein,	  1979,	  1984,	  1995,	  among	  others,	   in	  Van	  Der	  Pijl,	  2009)	  have	  constantly	  argued	  against	   it.	   Even	   though	   there	   is	   a	   general	   assumption	   that	   free-­‐trade	   benefits	   the	   advanced	  industrial	   economies	   but	   slows	   development	   of	   poorer	   economies,	   one	   cannot	   achieve	   that	  conclusion	  without	  a	  review	  of	  the	  main	  schools	  of	   thought	  that	  confront	  their	  views	  on	  the	  matter.	  Theorists	  based	  in	  the	  Neoclassical	  Economic	  (NCE)	  school	  claim	  that	  participation	  in	  the	  world	  market	  should	  lead	  to	  growth,	  regardless	  of	  differences	  of	  value	  added	  between	  exports	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and	  imports.	  Thereby,	  the	  international	  market	  and	  international	  trade	  affect	  all	  economies	  in	  the	  same	  way,	  and	  any	  success	  or	  deficiency	  in	  growth	  is	  due	  to	  local	  institutional	  successes	  and	  failures	  (Schwartz,	  2010:44).	  For	  this	  school,	  international	  trade	  maximizes	  the	  allocation	  of	  efficiency,	  and	  by	  allowing	  countries	  to	  produce	  any	  good	  that	  can	  be	  manufactured	  more	  efficiently,	  and	  exchanging	  it	  for	  goods	  they	  are	  less	  efficient	  at	  producing,	  it	  is	  concluded	  that	  these	   policies	   can	   only	   help	   their	   economies’	   development.	   By	   this	   definition,	   the	   market	  produces	  not	  only	  equality,	  but	  also	  the	  best	  outcomes,	  considering	  that	  every	  country	  has	  the	  same	  governance	  institutions.	  NCE	  understands	  that	  the	  high	  incomes	  per	  capita	  from	  northwestern	  European	  countries	  are	   consequence	   of	   their	   strong	   institutions	   that	   protect	   propriety	   rights,	   allowing	   rapid	  innovation	   (which	   was	   what	   led	   to	   the	   agricultural	   and	   industrial	   revolutions),	   producing	  huge	  leaps	  forward.	  Under	  this	  vision,	  the	  major	  obstacles	  to	  the	  adoption	  of	  technologies	  are	  social	  and	  political,	  not	  economic;	  as	  weak	  states,	  incapable	  of	  enforcing	  property	  rights,	  deter	  investment	  (Schwartz,	  2010:	  46).	  	  On	  the	  other	  extreme,	  the	  World	  System	  Theory	  (WST)	  and	  dependency	  theory	  argue	  that	  European	  growth	  could	  not	  have	  occurred	  without	  economic	  exploitation	  of	  other	  regions.	  In	  this	  sense,	  participation	  in	  the	  world	  market	  produces	  underdevelopment	  in	  many	  countries	  and	   determines	   domestic	   class	   structures,	   the	   structure	   of	   production	   and	   exports,	   and	  ultimately,	   the	   states’	   power.	   International	   trade	   and	   international	   economy	  are	   considered	  malign	  forces	  that	  sort	  different	  areas	  into	  	  ‘core’,	  ‘semiperiphery’,	  and	  ‘periphery’	  (Schwartz,	  2010).	  This	  specialization	  benefits	  exclusively	  the	  core	  areas,	  as	  peripheral	  areas	  are	  immerse	  in	  the	  production	  of	   low	  value-­‐added	  goods	  that	  do	  not	  drive	  economic	  development.	   In	  the	  periphery,	  wages	  and	  national	  income	  stagnate,	  while	  core	  areas	  benefit	  from	  low-­‐cost	  inputs	  that	  raise	  their	  capital	  accumulation.	  This	  unequal	  exchange	  has	  high-­‐costs	  for	  the	  periphery	  because	   the	  difference	  of	  value	  added	  exports	  are	   translated	   in	   low-­‐wages,	  which	   results	   in	  the	  need	  of	  the	  periphery	  to	  invest	  more	  labor-­‐hours	  to	  buy	  the	  goods	  produced	  by	  the	  core,	  hence	   condemning	   the	   periphery	   to	   underdevelopment.	   The	   semi-­‐periphery	   is	   an	  intermediate	  zone	  between	  the	  core	  and	  the	  periphery	  that	  trades	  high-­‐value-­‐added	  goods	  to	  the	  periphery	  and	   low	  value-­‐added	  goods	   to	   the	   core.	  By	   shutting	   their	   economies	  off	   from	  world	  market	   pressures,	   states	   can	  move	   their	   economies	   up	   in	   this	   hierarchy	   of	   economic	  zones	  and	  achieve	  new	  comparative	  advantages	  (Schwartz,	  2010:	  48).	  	  Between	   these	   extremes,	   Schwartz	   (2010)	   argues	   that	   there	   exists	   an	   intermediate	  position	   that	   both,	   recognizes	   the	   argument	   of	   the	   WST	   that	   the	   core	   could	   not	   have	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developed	  without	  the	  periphery,	  and	  questions	  that	  the	  periphery	  is	  doomed	  to	  poverty.	  As	  Argentina’s	  history	  shows	  (see	  Chapter	  3),	  state	  institutions	  and	  policies,	  which	  resulted	  from	  the	  social	  struggles,	  were	  able	   to	   influence	  the	  emergent	  development	  path.	  These	  struggles	  are	   not	   fully	   independent	   of	   the	   global	   market,	   because	   state	   revenues	   and	   comparative	  advantages	   rest	   on	   the	   revenue	   available	   in	   the	   local	   economy	   and	   are	   highly	   linked	   to	   the	  international	  context.	  	  At	   the	   same	   time,	   the	   intermediate	   position	   recognizes	   the	   product	   cycle	   model	   (see	  Schwartz,	   2010:	   58).	   This	   model	   assumes	   that	   new	   industries	   emerge	   in	   areas	   with	   high	  incomes,	   high	  wages	   and	   high	   skills,	   creating	   new	   products	   that	   command	   high	   prices	   and	  generate	   technological	   or	  monopoly	   rents	   for	   innovators.	  When	   new	   product	   standardizes,	  competition	   tends	   to	   center	   more	   on	   price,	   and	   rents	   disappear	   demanding	   lower	   skilled	  workers	  with	  lower	  wages.	  Competitive	  pressures	  force	  firms	  to	  seek	  areas	  with	  lower	  wages	  and	  invest	  overseas.	  As	  a	  result,	  when	  the	  peripheral	  areas	  get	  the	  industries,	  they	  tend	  to	  be	  characterized	  by	  lower	  value-­‐added,	  standardized	  processes	  and	  devoid	  of	  rents.	  	  The	   intermediate	  position	  recognizes	  that	  peripheral	  areas	  may	  be	   fated	  to	  produce	   low	  value-­‐added	   goods	   by	   virtue	   of	   their	   location	   in	   terms	   of	   transportation	   costs,	   but	   even	   so,	  rising	  productivity	  and	  incomes	  is	  still	  possible.	  This	  position,	  with	  which	  I	  agree,	  argues	  that	  states’	   institutions	   and	   social	   coalitions	   determine	  whether	   a	   given	   region	   either	   adapts	   to	  market	  forces	  by	  producing	  what	  it	  does	  with	  lower	  costs,	  or	  invests	  to	  get	  competitive	  in	  new	  areas	   (Schwartz,	   2010),	   or	   does	   both	   at	   the	   same	   time.	   These	   strategies	   can	   be	   labeled	  Ricardian	  and	  Kaldorian	  (see	  below).	  	  Regarding	   the	   role	   of	   the	   state,	   Brenner	   (1976)	   and	   Gerschenkron	   (1966)	   agreed	   that	  local	   institutions	   profoundly	   shape	   economic	   development,	   and	   that	   it	   is	   in	   the	   role	   of	   the	  state	   to	   be	   able	   to	   control	  market	   pressures	   to	   favor	   development.	   In	   this	   regard,	   for	   both	  strategies	   the	   role	   of	   institutions	   is	   central.	   From	   the	   intermediate	   approach,	   Kaplinsky	  (2004)	   argues	   that	   governments	   can	   proactively	   assist	   the	   private	   sector,	   workers’	  organizations	   and	   other	   stakeholders	   to	   recognize	   the	   opportunities	   and	   threats	   posed	   by	  participants	   in	   the	   global	   value	   chains.	   States	   can	   assist	   producers	   to	   enter	   in	   global	   value	  chains,	   and	   they	   must	   provide	   complementary	   assets	   (i.e.	   infrastructure,	   financial	  intermediation,	   trade	   policy	   rents,	   among	   other	   policy	   instruments)	   necessary	   to	   foster	  production.	  
“…positioning	   and	   path	   dependency	   are	   critical	   since	   the	   participation	   in	   the	   global	  
economy	   in	   itself	   may	   not	   provide	   a	   path	   to	   sustainable	   income	   growth	   or	   to	   an	  
equitable	  distribution	  of	  returns.”	  (Kaplinsky,	  2004:	  107).	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2.1.2	  The	  Ricardian	  vs.	  Kaldorian	  strategy	  Named	   after	   David	   Ricardo	   (1772-­‐1823),	   the	   Ricardian	   strategy	   claims	   that	   countries	  should	  concentrate	  their	  production	  on	  what	  they	  do	  best	  (i.e.	  their	  comparative	  advantage).	  Ricardian	  strategies	  are	  necessarily	  export-­‐oriented	  and	  try	  to	  maximize	  economic	  gains	  from	  the	  efficient	  allocation	  of	  the	  factors	  of	  production	  already	  present	  in	  the	  society.	  The	  typical	  examples	  are	  societies	  that	  drive	  their	  economic	  development	  based	  on	  agriculture,	  minerals	  or	  other	  primary	  exports,	  but	  they	  can	  also	  be	  based	  on	  low-­‐value	  manufacturing	  activities.	  	  Opposed,	   Kaldorian	   strategies,	   named	   after	   Nicholas	   Kaldor	   (1908-­‐86),	   are	   investment	  driven	  and	  do	  not	  pay	  much	  attention	  to	  comparative	  advantage.	  Even	  though	  a	  country	  may	  not	  be	   competitive	   at	   first,	   by	   investing	   additional	   capacity,	   selling	   at	   a	   loss,	   and	   increasing	  production	   volumes,	   it	   may	   learn	   enough	   to	   become	   competitive	   over	   time.	   In	   the	   initial	  investment,	   even	   producing	   at	   a	   loss	   is	   rational	   because	   other	   activities	   have	   increasing	  returns	  that	  provide	  growth	  and	  support	  them.	  Creation	  of	  more	  processed	  goods	  promotes	  increases	   in	   learning,	   facilitating	   creation	   of	   different	   goods	   with	   a	   greater	   level	   of	  specialization.	   In	  a	  virtuous	   circle,	   greater	   levels	  of	  output	  demand	  greater	   specialization	   in	  provision	  and	  processing	  of	   inputs,	   inducing	   innovation	  processes.	  As	  a	  result,	   rising	  output	  can	   induce	   investments	   in	   other	   related	   industrial	   activities	   providing	   inputs	   for	   growing	  sectors.	  Even	   though	   both	   strategies	   are	   export-­‐oriented,	   the	   success	   of	   each	   strategy	   entails	  different	  actions.	  Ricardian	  exports	  are	  competitive	  by	  default,	  so	  investments	  are	  centered	  in	  infrastructure	   (e.g.	   railroads,	   ports,	   and	   others).	   Kaldorian	   strategies	   initially	   rely	   on	  Ricardian	   exports	   to	   fund	   imported	   capital	   goods	   to	   become	   competitive	   in	   a	   new	  sophisticated	  production,	  and	  ultimately	  promote	  industrial	  exports	  and	  generate	  increasing	  returns.	  	  	  The	   nineteenth	   century	   paradox	   of	   the	   Ricardian	   strategy	   states	   was	   that	   individual	  rational	   investment	  decisions	  proved	  collectively	   irrational,	  as	  rapid	   increases	   in	  any	  export	  region	   collectively	   turned	   into	   overproduction	   and	   drove	   down	   the	   prices.	   However,	   prior	  investment	  decisions	  were	  based	  on	  the	  expectation	  of	  continued	  high	  prices,	  creating	  crisis	  situations.	   Relying	   only	   on	   exports	   of	   primary	   products	   with	   low	   or	   non-­‐transformed	  products	  creates	   low	  barriers	   to	  entry	   in	   the	  market,	   facilitating	   the	   increasing	  competition.	  Consequently,	  increasing	  competition	  produced	  falling	  prices	  and	  ended	  in	  economic	  crises	  in	  the	  1850s,	  1890s,	  1920s	  and	  1980s.	  Ricardian	   states	   then	   tried	   to	   reorient	   their	   economies	  around	   new	   Ricardian	   exports.	   The	   long-­‐term	   success	   of	   the	   Ricardian	   strategy	   is	   limited	  because	   agric-­‐commodity	   exports	   suffer	   from	   constant	   or	   decreasing	   returns,	   and	   only	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indirectly	  generate	   increasing	  returns	   to	  scale.	   In	   the	  best	  case,	  an	   increase	   in	   the	   factors	  of	  production	  (land,	  labor	  or	  capital)	  will	  produce	  a	  proportional	  increase	  in	  output,	  though	  the	  increase	  of	  input	  can	  produce	  a	  lower	  output	  than	  it	  used	  to.	  In	  this	  regard,	  Ricardian	  exports	  can	   only	   create	   increasing	   returns	   indirectly,	   by	   increasing	   exports	   and	   values	   and	   by	  generating	  economies	  of	  scale	  for	  extensive	  infrastructure	  investments	  that	  allow	  the	  increase	  in	   inputs	   (e.g.	   railroads	   investment	   that	   integrates	   far	   lands	   into	  production).	   In	   Schwartz’s	  words:	  	  
“…long-­‐term	   Ricardian	   success	   rests	   on	   the	   ability	   (1)	   to	   find	   new	   agricultural	   (or	  
mineral)	  exports	  when	  the	  old	  runs	  out	  or	  suffers	   from	  declining	  returns,	  or	  (2)	   to	   link	  
other	   industries	   to	   the	   export	   and	   use	   export	   growth	   to	   create	   growth	   in	   those	   other	  
industries”	  (Schwartz,	  2010:	  60).	  
	  Both	   strategies	   recognize	   that	   state	   intervention	   is	   necessary.	   A	   successful	   Ricardian	  development	   depends	   on	   state	   intervention	   to	   position	   exporters	   advantageously	   in	   world	  markets.	   It	   requires	   state	   mobilization	   of	   capital	   for	   infrastructure	   (e.g.	   provision	   of	  transportation	   networks),	   the	   provision	   of	   capital	   to	   producers,	   and	   the	   creation	   of	   labor	  supply.	  Even	  in	  the	  relatively	  favorable	  terrain	  of	  the	  temperate	  zones,	  where	  states	  were	  at	  least	   nominally	   independent,	   demand	   for	   exports	   rose	   rapidly	   and	   wages	   were	   high,	  industrialization	  was	  proved	  difficult.	  Most	  countries	  managed	  to	  develop	  Ricardian	  exports,	  but	  only	   the	  US,	  Australia,	  Canada,	  Sweden	  and	  perhaps	  Denmark,	  were	  able	   to	  realize	  both	  strategies	  in	  the	  nineteenth	  century	  (Schwartz,	  2010).	  The	  success	  of	  the	  Ricardian	  strategy	  relies	  on	  the	  ability	  of	  the	  state	  to	  organize	  the	  flow	  of	   exports	   outward	   and	   to	   connect	   the	   rest	   of	   the	   local	   economy	   to	   this	   external	   engine	   of	  growth,	   or	   create	   new	   developmental	   productive	   sectors	   while	   exports	   are	   booming.	   As	  growth	   is	   very	   much	   linked	   to	   the	   positive	   effect	   of	   rising	   exports,	   industrial	   growth	   and	  increases	   in	   industrial	   productivity	   are	   dependent	   on	   it.	   Unless	   industrialization	   takes	   off	  before	  the	  exports	  of	  raw	  materials	  tapper	  off,	  the	  growth	  of	  the	  country	  will	  not	  be	  long-­‐term.	  Economies	  based	  only	  on	  raw	  material	  or	  low-­‐productive	  manufacture	  good	  exports	  are	  more	  exposed	  to	  the	  danger	  of	  constant	  returns.	  	  
“…successful	  long-­‐term	  development	  for	  Ricardian	  developers	  thus	  rested	  on	  their	  ability	  
to	   shift	   from	  one	  commodity	   to	  another,	  higher-­‐value-­‐added	  commodity	  when	   the	   first	  
commodity	  experienced	  price	  declines.	  Alternatively,	  they	  had	  to	  be	  able	  to	  use	  the	  local	  
demand	   for	   industrial	   inputs	   created	   by	   temporarily	   booming	   agricultural	   exports	   to	  
create	  local	  industry.”	  (Schwartz,	  2010:	  125).	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Like	   Ricardian	   strategies,	   Kaldorian	   models	   require	   the	   state	   to	   concentrate	   capital	   on	  investments,	  organize	  labor	  markets,	  reduce	  risks	  of	  investments	  and	  promote	  exports,	  before	  the	  Ricardian	  export	  tappers	  off.	  But	  the	  risks	  of	  the	  two	  strategies	  are	  different.	  In	  Ricardian	  strategies	  the	  risk	  is	  that	  demand	  will	  eventually	  tapper	  off,	  although	  Ricardian	  exports	  are	  by	  definition	  competitive.	  Kaldorian	  exports	  are	  initially	  not	  competitive	  and	  confront	  the	  risk	  of	  never	  becoming	  competitive.	  Because	  of	  the	  protection	  of	  the	  state,	  firms	  may	  lack	  incentives	  to	   invest	   in	   learning	   and	   put	   in	   the	   effort	   to	   become	   globally	   competitive	   (i.e.	   learning	   by	  doing	  may	  not	  occur),	  or	  workers	  may	  resist	  the	  reorganization	  of	  work	  process	  or	  attempt	  to	  use	   tariff	   protection	   to	   claim	   wages	   that	   exceed	   their	   productivity.	   In	   this	   strategy,	   the	  involvement	  of	  the	  state	  needs	  to	  be	  much	  bigger	  to	  ensure	  survival,	  because	  it	  not	  only	  has	  to	  promote	  secure	  investments,	  but	  also	  has	  to	  secure	  that	  companies	  and	  firms	  can	  really	  take-­‐off	  and	  become	  competitive.	  Much	  more	  state	  efforts	  are	  involved	  but	  the	  rents	  generated	  are	  usually	  bigger,	  as	   fewer	  countries	  are	  able	   to	  develop	  similar	  capabilities,	  generating	  higher	  barriers	   to	   entry,	   and	   usually	   the	   redistribution	   of	   rents	   is	   better	   controlled	   by	   the	  governments	  since	  the	  links	  between	  the	  companies	  and	  the	  governments	  are	  stronger.	  	  
2.2	  Globalisation	  and	  the	  changing	  context	  for	  development	  strategies	  Failed	  Ricardian	  developmental	  experiences	  during	  the	  20th	  century	  served	   for	  a	  bulk	  of	  literature	   that	   tried	   to	  prove	  a	   relationship	  between	  underdevelopment	  and	   the	  reliance	  on	  natural	   resource	   exports,	   i.e.	   ‘resource	   curse’.	   The	   main	   argument	   is	   that	   natural	   resource	  based	   strategies	   are	   tied	   to	   price	   volatility	   and	   their	   revenues	  distort	   institution	   initiatives,	  corrupt	   civil	   servants	   and	   create	   Dutch	   disease	   (i.e.	   the	   appreciation	   of	   the	   real	   rate	   of	  exchange	  caused	  by	  the	  rise	  in	  natural	  resource	  exports,	  which	  leads	  to	  a	  concentration	  of	  the	  tradable	  sector,	  and	  the	  tendency	  of	  booming	  resource	  sector	  to	  draw	  capital	  and	  labor	  away	  from	  the	  manufacturing	  sector,	  thus	  raising	  production	  costs).	  Although	  this	  may	  be	  true,	  the	  changes	   in	   the	   global	   economy	   open	   development	   opportunities	   for	   natural	   resource	  producing	  countries.	  	  The	  Asian	  Tigers’	  development	  and	   the	  emergence	  of	   the	  economies	  of	  China	  and	   India,	  not	  only	  showed	   that	  catching	  up	   is	   still	  possible	  while	  participating	   in	   the	  global	  economy,	  but	   also	   narrowed	   the	   possibilities	   to	   develop	   by	   competing	   for	   cheap	   labor	   or	   by	   the	  development	  of	  electronic	  products	  (i.e.	  they	  developed	  high	  competitive	  advantages	  and	  high	  barriers	  to	  entry).	  As	  Marin	  et	  al	  (2009)	  noticed,	  catching	  up	  is	  easier	  for	  those	  that	  can	  take	  part	   of	   an	   innovative	   revolution	   wave,	   e.g.	   the	   Asian	   Tigers	   and	   the	   electronic	   innovation	  revolution.	  This	  demands	  a	  special	  focus	  on	  innovation	  features.	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Kaplinsky	   (2000)	   showed	   that	   super-­‐rents	   appear	   because	   entrepreneurs’	   innovation	  creates	  a	  quasi-­‐monopoly	  situation,	  due	  to	  the	  high	  barriers	  to	  entry,	  when	  a	  new	  product	  or	  service	  is	  introduced	  to	  the	  world	  market.	  Until	  competitors	  are	  able	  to	  reproduce	  production,	  first	  mover(s)	  will	   be	   able	   to	   enhance	  much	   bigger	   rents,	   i.e.	   super-­‐rents.	   Once	   competitors	  start	   producing,	   barriers	   to	   entry	   fall,	   the	   competition	   reduces	   costs	   and	  most	   of	   the	   rents	  disappear.	  Then	  production	  searches	  for	  lower	  wage	  costs	  and	  translates	  to	  other	  regions.	  At	  this	   stage,	  bigger	   rents	  are	   concentrated	   in	   the	  design	  and	  marketing	  areas	   that	  are	  usually	  located	  in	  core	  regions.	  Innovation	  can	  then	  provide	  jumps	  to	  catch	  up,	  while	  being	  recipient	  of	  production	  industries	  that	  provide	  very	  low	  rent	  margins.	  However,	   the	   Asian	   countries’	   growth	   and	   the	   ICT’s	   (Information	   and	   Communication	  Technologies)	   development	   changed	   the	   terms	   of	   trade	   of	   the	   last	   century.	   The	   Chinese	  development,	  and	  to	   less	  extent	  those	  of	  other	  Asian	  countries,	   introduced	  mass	  amounts	  of	  labor	  to	  the	  market	  and,	  together	  with	  ICT’s	  productivity	  improvements,	  reduced	  the	  price	  of	  manufactured	   goods	   and	   raised	   the	   prices	   for	   energy	   and	   raw	  materials	   (Kaplinsky,	   2009).	  Manufactured	  goods	  started	  a	  “commoditization”	  process	  when	  they	  started	  being	  vulnerable	  to	   financial	   downturns	   as	   their	   rent	  margins	   continued	   diminishing.	   In	   that	   process,	   Asian	  economies	  grew,	   the	  purchasing	  power	  of	   their	  population	   increased	  and	   the	  raw	  materials	  available	   were	   not	   enough	   to	   follow	   their	   speed	   of	   development.	   Thus,	   prices	   of	   natural	  resources	   rose,	   making	   profitable	   the	   development	   of	   Ricardian	   strategies	   in	   developing	  countries.	  This	  had	  several	  implications	  for	  the	  world	  in	  general	  and	  for	  Latin	  America	  in	  particular.	  Not	  only	  the	  main	  importers	  of	  raw	  materials	  had	  changed,	  but	  also	  the	  demanded	  amount	  of	  natural	   resources	   increased,	   generating	   big	   flows	   of	   capital	   into	   natural	   resource	   exporting	  countries.	   These	   changes	   represent	   a	   window	   of	   opportunity	   for	   resource	   producing	  countries,	   i.e.	   many	   Latin	   American,	   African	   and	   other	   countries.	   The	   importance	   of	   taking	  advantage	   of	   this	   window	   of	   opportunity	   resides	   in	   the	   exploitation	   of	   the	   competitive	  advantage	  of	  natural	  resource	  abundance	  and	  the	  possibilities	  to	  do	  so	  in	  an	  efficient	  way.	  The	  fact	  that	  Latin	  America	  is	  much	  less	  populated	  than	  other	  regions	  of	  the	  planet	  creates	  a	   disadvantage	   for	   the	   low-­‐wages	   race-­‐to-­‐the-­‐bottom	   development	   strategy	   (i.e.	   China),	   but	  the	  resource	  exploitation	  and	  its	  processing	  industries,	  generally	  demand	  low	  amount	  of	  high	  skilled	  labor	  and	  can	  provide	  the	  enhancement	  of	  value	  added	  (Marin	  et	  al,	  2009).	  	  Export	   of	   unprocessed	   raw	   materials	   creates	   very	   low	   rent	   margins	   and	   demands	   the	  transport	  of	  big	  volumes.	  The	   ICT	  revolutions,	   together	  with	   the	   techno	  economic	  paradigm	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and	   greater	   environmental	   concerns	   and	   restrictions	   (see	   below)	   are	   changing	   the	  opportunity	  space	   for	   innovation,	   favoring	   the	  development	  of	  process	   industries	   in	  natural	  resource	   countries	   and	  promoting	   geographical	   optimization	   of	   development	   activities.	   The	  spread	   of	   ICTs	   transformed	   the	   companies’	   organization	   through	   the	   creations	   of	   complex	  networks	  of	  collaboration	  along	  value-­‐chains	  at	  different	  scales	  (i.e.	  local,	  national	  and	  global)	  and	   between	   different	   actors	   (e.g.	   small	   and	   large	   firms,	   universities,	   governments).	   This	  makes	   the	   value-­‐chain	   analysis	   a	   narrow	   tool,	   as	   it	   does	   not	   take	   into	   account	   horizontal	  linkages	  to	  other	  value	  chains	  that	  can	  contribute	  to	   innovation.	  Marin	  et	  al	   (2009)	  believes	  the	  network	  analysis	  more	  adequate.	  	  Finally,	  the	  ICTs	  changed	  the	  structure	  of	  markets.	  Increases	  in	  communications	  allowed	  the	   increase	   of	   links	   between	   consumers	   and	   providers,	   creating	   innumerable	   specialized	  niche-­‐markets	   in	   every	   sector	   and	   every	   product.	   This	   favored	   a	   differentiation	   process	   in	  response	  to	  market	  requirements	  that,	  together	  with	  the	  transformation	  of	  transport	  services	  (that	  allowed	  handling	  much	  smaller	  quantities),	  ended	  in	  the	  proliferation	  of	  niche-­‐markets.	  As	  a	  consequence	  of	  the	  ICT	  development,	  a	  wide	  range	  of	  innovation	  opportunities	  appear	  in	  both	  the	  commodity	  and	  the	  niche	  market	  segments.	  	  Under	  these	  global	  conditions,	  although	  the	  pursue	  of	  natural	  resource	  process	  industries	  brings	  the	  possibility	  for	  becoming	  efficiently	  competitive	  for	  many	  Latin	  American	  countries	  (i.e.	   soya	   and	   by-­‐products	   for	   Argentina),	   it	   does	   not	   solve	   the	   poverty	   problems	   of	   the	  continent.	  Redistribution	  perse	   can	  contribute	  but	   the	   revenues	  will	  not	   last	   forever.	  Hence,	  this	   strategy	  should	  be	  accompanied	  with	   the	  development	  of	  other	  sectors	  of	   the	  economy	  that	  can	  redistribute	  income	  and	  generate	  employment,	  while	  improving	  learning	  capabilities.	  The	  organic	  can	  be	  one	  of	  those	  sectors.	  	  
“…it	   is	   no	   longer	   useful	   to	   see	   natural	   resources	   as	   just	   the	   extracting	   or	   growing	   or	  
fishing	   activities	   on	   its	   own	   but	   rather	   to	   embrace	   the	   complete	   network	   from	   the	  
contributors	   to	   the	   investment	   process	   –especially	   capital	   goods–	   through	   the	  
production	  and	  various	  processing	  activities	  all	  the	  way	  to	  packaging,	  distribution	  and	  
use	  at	  the	  market	  end,	  including	  all	  services	  provided	  along	  the	  way	  (…)	  Only	  then	  will	  
it	  be	  possible	  to	  judge	  the	  capacity	  of	  the	  sector,	  in	  all	  its	  components,	  to	  contribute	  to	  a	  
development	  process	  and	  even	  to	  initiate	  a	  catching-­‐up	  effort”	  (Marin	  et	  al,	  2009:	  7-­‐8).	  	  The	  key	  for	  the	  development	  leap	  is	  innovation.	  Marin	  et	  al	  (2009)	  found	  two	  main	  drivers	  for	   innovation	   in	   resource-­‐based	  production	  networks,	   i.e.	   science	  and	   technology	  advances	  and	  the	  market.	  The	  market	  can	  be	  subdivided	  in	  three	  aspects:	  market	  volume,	  context	  and	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requirements.	  Differing	   from	  manufactured	  goods,	   natural	   resources	  have	   a	  natural	   limit	   to	  production	   increases,	   usually	   related	   to	   land	   extension.	   Even	   so,	   the	   so-­‐called	   Green	  Revolution	   (see	   Chapter	   4)	   allowed	   huge	   increases	   of	   production	   and	   cost	   reduction	   by	  innovations	  in	  mechanization,	  the	  massive	  use	  of	  pesticides	  and	  chemicals	  and	  the	  plantation	  of	  standard	  seeds.	  In	  this	  case,	  the	  market	  volume	  acted	  as	  a	  driver	  for	  innovation.	  Innovation	  can	   change	   value,	   even	   when	   the	   innovation	   does	   not	   occur	   in	   the	   chain	   were	   value	   is	  modified	  (e.g.	  the	  proliferation	  of	  value-­‐added	  organic	  products	  in	  opposition	  to	  GM	  ones).	  The	  second	  aspect	  of	  the	  market	  that	  promotes	  innovation	  is	  related	  to	  the	  change	  of	  the	  mass-­‐production	  paradigm	   into	   the	  hyper-­‐segmentation	  of	  markets	  as	  a	  consequence	  of	   the	  differentiation	   and	   customization	   process.	   In	   agriculture,	   the	   mass	   production	   paradigm	  searched	  for	  innovation	  by	  the	  standardization	  of	  shape,	  size	  and	  taste.	  The	  objective	  was	  to	  create	   the	   “perfect”	   product	   by	   its	   appearance,	   easy	   to	   transport,	   plant,	   grow	   and	   harvest,	  while	   taste	  and	  health	   features	  were	  not	   so	   important.	   In	   the	  new	  paradigm,	  differentiation	  features	  as	  “organic”	  emerged	  due	  to	  rising	  social	  and	  health	  concerns	  among	  buyers,	  possibly	  thanks	  to	  new	  distribution	  methods	  that	  allow	  small	  producers	  to	  reach	  global	  markets	  (see	  Chapter	  4).	   In	   the	  new	  paradigm,	  customization	  process	  seeks	   to	   fulfill	  users’	   specifications,	  and	   the	   development	   of	   ICTs	   has	   played	   a	  major	   role	   for	   this	   (Marin	   et	   al,	   2009).	   The	  new	  situation	  promotes	  the	  creation	  of	  innumerable	  niche-­‐markets	  that	  bring	  back	  value-­‐added	  to	  natural	  resources	  and	  open	  innovation	  opportunities	  and	  challenges,	  not	  only	  for	  production	  methods	   and	   input	   providers	   for	   specific	   niche-­‐products,	   but	   also	   for	   transportation,	  packaging,	  distribution,	  certification,	  branding,	  image,	  and	  other	  stages	  involved	  in	  production.	  The	  development	  of	   the	   ICTs	  not	  only	  allowed	  countries	   to	  connect	   the	  demand	  and	  the	  supply	  side	  to	  influence	  on	  market	  pressures,	  it	  also	  increased	  the	  coordination	  of	  production	  and	   services,	   logistics,	   and	   others,	   and	   contributed	   to	   increase	   autonomy	   between	  modern	  global	  corporations	  and	  their	  far	  away	  units	  benefiting	  all	  nodes,	  and	  incorporating	  new	  ones	  (i.e.	   local	  capabilities)	   to	  the	  networks.	  Accordingly,	  other	   important	  science	  and	  technology	  advances	  in	  the	  field	  of	  biotechnology	  and	  nanotechnology	  have	  also	  promoted	  innovations	  in	  market	   volume	   and	  market	   creation	   (e.g.	   GM	   crops,	   vaccines	   in	   cattle	   and	   fish).	  Marin	   et	   al	  argues	  that	  the	  likelihood	  that	  these	  technologies	  will	  lead	  the	  next	  technological	  revolution	  is	  high,	   and	   “...participating	   in	   the	   early	   stages	   could	   place	   Latin	   American	   countries	   in	   a	   good	  
position	  for	  a	  major	  leap	  forward.”	  (2009:15).	  Lastly,	  the	  market	  context	  also	  works	  as	  a	  driver	  for	  innovations	  by	  promoting	  changes	  in	  the	   structure	   of	   global	   multinational	   corporations	   (MNC).	   MNCs	   are	   increasingly	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decentralizing	   their	   innovation	   activities	   breaking	   the	   linear	   connection	   of	   the	   value-­‐chain	  shape,	  providing	  space	  and	  resources	  to	  local	  subsidiaries	  for	  innovation	  experiments.	  At	  the	  same	  time,	  nowaday’s	  market	  context	  improves	  the	  negotiation	  capacity	  of	  natural	  resource-­‐abundant	   developing	   countries,	   because	   of	   scarcity	   and	   high	   prices.	   This	   new	   global	   trade	  situation	  provided	   a	   privileged	  negotiation	  position	   for	   developing	   countries	   that	   can	  bring	  improvements	  in	  rent	  enhancement	  and	  for	  learning	  development.	  	  The	   growing	   concern	   of	   the	   environment	   has	   also	   opened	   opportunities	   for	   innovation.	  The	   increase	  of	  oil	  prices,	   the	  expansion	  of	   carbon	   taxes	  and	  other	  environmental	   concerns	  since	   the	   2000s,	   demand	   a	   change	   in	   the	   globalization	   patterns.	   The	   rising	   transportation	  costs	   bring	   opportunities	   to	   develop	   processing	   industries	   of	   natural	   resources	   near	   the	  extraction/production	  location,	  reducing	  volumes	  for	  transportation	  and	  increasing	  the	  value	  exported.	   At	   the	   same	   time,	   environmental	   challenges	   drive	   innovations	   in	   all	   nodes	   of	   the	  production	   networks,	   and	   the	   anticipation	   of	   these	   trends	   in	   production	   (and	   also	   in	  government	  policies)	  is	  essential	  for	  jumping	  on	  the	  development	  wave.	  	  However,	   this	   will	   not	   be	   achieved	   without	   the	   joint	   efforts	   of	   several	   institutions	   and	  businesses.	  Greater	  cooperation	  between	  the	  public	  and	  the	  private	  sectors	  becomes	  essential	  in	   the	  new	  contexts	  of	  production	  networks.	  Coordination	  between	  decision-­‐making	  agents,	  and	   information	   sharing	   are	   key	   for	   the	   promotion	   of	   innovation.	   Evans	   (1992:	   165)	  conceptualized	  this	  as	  ‘embedded	  autonomy’.	  ‘Embedded	   autonomy’	   does	   not	   require	   formal	   relations	   between	   the	   state	   and	   the	  business	  sectors.	  Albeit,	  high	  trust	  levels	  and	  strong	  linkages	  between	  the	  business	  and	  public	  institutions	  are	  needed.	  The	  collaboration	  can	  facilitate	  the	  generation	  of	  new	  learning	  and	  it	  can	  complement	  each	  other’s	  lack	  of	  information	  and	  capabilities.	  The	  next	  section	  will	  deeply	  analyze	   the	   importance	   of	   the	   business-­‐state	   relations	   for	   the	   development	   of	   a	   productive	  and	  innovative	  environment.	  	  
2.3	  Domestic	  politics:	  state-­‐business	  relations	  and	  the	  opportunities	  for	  	  
small	  farmers	  At	   local	   level,	  domestic	  politics	  have	  a	   crucial	   role	   for	  development.	  Coinciding	  with	   the	  intermediate	   position,	   the	   outcomes	   of	   local	   political	   struggles	   determine	   institutions	   and	  how	  they	  relate	  with	  the	  business	  sector,	  strongly	   influencing	  the	  development	  possibilities.	  The	   creation	   or	   growth	   of	   industries	   (manufacturers	   or	   resource)	   requires	   a	   special	  configuration	   of	   these	   relations.	  Much	   literature	   has	   been	  written	   in	   this	   respect	   and	   even	  though	   it	  agreed	   that	  collaboration	  between	   the	  state	  and	  business	   is	   central	   for	   facilitating	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learning,	  innovation	  and	  upgrade,	  the	  literature	  is	  not	  very	  specific	  on	  how	  this	  collaboration	  should	  be.	  The	  predominant	  view	  is	  that	  every	  society	  has	  to	  find	  ‘their	  own	  path’	  to	  configure	  these	  relations	  (Rodrik,	  2006).	  The	  East	  Asian	  experience	  proved	  wrong	  the	  assumption	  of	   the	  NCE,	   that	  business-­‐state	  associations	  always	  pursue	  distributive	  objectives	  seeking	  unproductive	  rents	  and	  tend	  to	  be	  collusive,	   resolving	   around	   unproductive	   rent-­‐seeking.	   The	   failure	   of	   the	   “Washington	  Consensus”	   prescriptions	   buried	   the	   NCE	   recipes	   of	   separation	   of	   the	   public	   and	   private	  sector	  as	  it	  proved	  to	  be	  a	  non-­‐developmental	  approach	  (Rodrik,	  2006).	  	  Opposed	   to	  NCE	   views,	   the	   central	   point	   of	   the	   literature	  made	   by	  Evans	   (1992,	   1995),	  Schneider	  &	  Maxfield	  (1997),	  Schneider	  (1998,	  2009)	  and	  Braütigam	  et	  al.	  (2002)	  is	  that	  the	  collaborative	   relations	   between	   state	   and	   industry	   actors	   are	   central	   to	   achieving	   desired	  goals	   in	   productive	   sector	   policies.	   The	   type	   of	   interaction	   is	   crucial	   for	   the	   creation	   of	  business-­‐state	  policy	  networks	  that	  take	  the	  form	  of	  active	  cooperation	  through	  institutions	  to	  achieve	   fostering	   investments,	   production	   and	   efficiency.	   Addressing	   the	   needs	   of	   specific	  industries	  often	  includes	  investments	  and	  the	  creation	  of	  learning	  rents	  in	  industry	  actors	  by	  the	   state.	   This	   relation	   could	   also	   enhance	   economic	   performance	   by	   increasing	   the	  information	   exchange,	   reciprocity,	   credibility	   of	   government	   policies,	   and	   trust;	   all	   features	  are	  part	  of	  the	  previously	  mentioned	  “embedded	  autonomy”.	  In	  it,	  bureaucrats	  have	  close	  ties	  to	  business	  and	  yet	  both	  are	  still	  able	  to	  formulate	  and	  act	  on	  preferences	  autonomously.	  It	  is	  not	   autonomy	   or	   embeddedness	   alone,	   but	   the	   combination	   of	   both	   that	   accelerates	  development	  (Schneider	  et	  al,	  1997:	  6).	  Improving	   information	  exchange,	   reciprocity,	   credibility	  and	   trust	  entails	  high	   costs	   (i.e.	  information	   costs,	   monitoring,	   uncertainty	   and	   rent-­‐seeking	   costs).	   These	   costs	   could	   be	  reduced	  by	   the	  development	  of	   business	   associations	   that	   act	   as	   intermediaries.	   If	   business	  associations	  are	  developed,	  they	  are	  often	  crucial	  conduits	  for	  exchange	  of	  information	  in	  both	  directions,	  they	  can	  aggregate	  data	  before	  passing	  it	  to	  the	  government	  and,	  at	  the	  same	  time,	  reduce	  firms’	  incentives	  to	  biased	  information	  (Schneider	  et	  al,	  1997:	  9).	  With	   strong	   business-­‐state	   relations,	   state	   actors	   must	   control	   performance	  improvements	  in	  exchange	  for	  subsidies	  (i.e.	  reciprocity),	  and	  they	  must	  have	  the	  capacity	  to	  punish	   bad	   productivity	   (i.e.	   to	   provide	   credibility).	   Trust	   is	   the	   most	   costly	   and	   time	  consuming	  feature	  to	  build,	  but	  when	  it	  is	  achieved	  it	  reduces	  the	  costs	  and	  improves	  all	  the	  other	   variables	   of	   the	   ‘embedded	   autonomy’.	   Charles	   Sabel	   (1994)	   argued	   that	   the	   state	  should	  monitor	  the	  firms	  to	  make	  sure	  that	  firms	  learn	  successfully.	  He	  calls	  this	  learning	  by	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monitoring,	  and	  it	  is	  based	  on	  the	  case	  of	  Japan	  where	  the	  state	  instigates	  firms	  to	  acquire	  the	  knowledge	  by	  setting	  goals	  (e.g.	  export	  targets)	  and	  giving	  incentives	  to	  improve	  (e.g.	  import	  duties,	  export	  subsidies,	  subsidize	  finance).	  	  To	  promote	   fruitful	   collaborative	   relations	   between	  business	   and	   the	   state,	   strong	   state	  organizational	   capacity,	   strong	  business	   associations,	   and	  a	  degree	  of	   recognition	  of	  mutual	  dependence	  between	  them	  are	  required.	  Regarding	  the	  state,	  a	  strong	  and	  relative	  insulated	  bureaucracy	   is	   important;	  meaning	   that	  bureaucrats	  have	  expertise,	  meritocratic	  promotion	  and	  long	  tenure	  in	  office.	  Bureaucrats	  need	  to	  maintain	  close	  contact	  with	  industries	  and	  they	  must	  monitor	  them.	  Promotion	  by	  merit	  is	  an	  incentive	  for	  generating	  reciprocity	  gains,	  and	  long	   tenure	   provides	   extended	   interaction	   with	   businesses	   and	   allows	   the	   development	   of	  personal	   trust	   and	   networks.	   Even	   though	   these	   characteristics	   are	   rare	   in	   developing	  countries,	   business-­‐state	   policy	   networks	   can	   still	   emerge	   within	   informal	   ties	   (e.g.	   South	  Korea).	  In	  both	  formal	  and	  informal	  bureaucracies,	  state	  initiatives	  and	  commitment	  become	  critical	  for	  upgrading	  industries.	  Furthermore,	   business	   associations	   can	   alleviate	   some	   of	   the	   state	   pressure	   by	  redistributing	   major	   selective	   benefits,	   monitoring	   their	   members	   (with	   transparent	  procedures),	   and	   by	   having	   the	   ability	   to	   impose	   sanctions	   on	  members.	   The	   delegation	   of	  functions	   from	   the	   state	  adds	  value	   to	   the	  associations	  and	  contributes	  with	   the	   features	  of	  “embedded	   autonomy”.	   As	   Schneider	   et	   al	   argued,	   enriching	   collaboration	   in	   non-­‐Weberian	  democracies	   can	   arise	   from	   the	   mixture	   of	   competitive	   clientelism	   (that	   puts	   pressure	   on	  politicians	  to	  negotiate	  with	  business	  sectors),	  hard	  budget	  constrains,	  and	  encompassing	  and	  developmental	   associations.	   Even	   though	   these	   conditions	   do	   not	   eliminate	   collusion	   or	  corruption,	   they	  do	  increase	  the	  costs	  (or	  reduce	  the	  benefits)	  of	  non-­‐cooperation	  policy	  for	  bureaucrats	  and	  capitalist	  (1997:	  30).	  Most	  authors	  agree	  that	  the	  state	  can	  resolve	  obstacles	  to	  collective	  action	  by	  promoting	  strong	  business	  organizations.	  The	   institutional	   strength	  of	   the	  business	  associations	  comes	  from	   the	   synergy	   between	   valuable	   selective	   incentives	   or	   benefits	   for	   members,	   high	  member	   density	   and	   effective	   internal	   procedures	   for	   mediating	   member	   interests.	   By	  delegating	   them	   control	   over	  benefits	   from	   the	   state,	   as	  well	   as,	  mandating	   association	   and	  sanctioning	   non-­‐affiliation,	   the	   state	   can	   improve	   the	   institutional	   strength	   of	   business	  associations	  by	  empowering	  them	  and	  contribute	  to	  their	  development.	  For	  the	  associations	  to	  use	   their	   strength	   for	  productive	   ends,	   there	   is	   usually	   some	  external	  pressure	   required.	  This	   pressure	   can	   come	   from	   the	   sector	   or	   industry’s	   market	   vulnerability,	   especially	   in	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relation	   to	   international	  markets,	   or	   from	   state	   enforcement,	  where	   the	   state’s	   provision	  of	  selective	   benefits	   gives	   it	   leverage	   over	   business	   associations.	   Doner	   and	   Schneider	   (2000)	  highlighted	   that	   the	   state	   has	   an	   important	   role	   in	   ensuring	   that	   business	   associations	   are	  ‘developmental’3.	  States	  could	  do	  that	  by	  conceding	  to	  the	  associations’	  influence	  on	  resources	  and	  the	  capacity	  to	  monitor	  performance	  of	  members	  and	  ensure	  compliance.	  The	   literature	   is	   much	   less	   clear	   in	   explaining	   the	   motivations	   that	   actors	   have	   for	  pursuing	   learning,	   innovation	   and	   supporting	   creation	   of	   developmental	   association.	   Some	  authors	   understand	   that	   motivations	   come	   from	   the	   existence	   of	   a	   strong	   bureaucracy,	  insulated	   from	   the	   political	   power,	   but	   for	   Ouma	   &	   Whitfield	   (2012)	   this	   is	   a	   poorly	  convincing	  argument.	  They	  highlight	  other	  motivations,	  emerging	   from	  political	   calculations	  and	   political	   rationality:	   the	   political	   imperatives	   of	   the	   ruling	   elite,	   the	   way	   they	   form	  coalitions	  to	  stay	  in	  power,	  the	  ideologies	  they	  deploy,	  as	  well	  as,	  the	  popular	  pressures	  they	  face,	   the	   external	  pressures	  or	   threats,	   and	  how	   they	   choose	   to	   respond	   to	   them.	  They	  also	  place	   importance	   in	   historical	   legacies	   (or	   path	   dependencies),	   the	   pattern	   of	   state	  intervention	  in	  the	  economy	  and	  business	  organization	  over	  decades,	  which	  shape	  the	  present	  and	   affect	   relationships	   and	   capacities	   (2012:	   18).	   The	   business	   associations’	   capacity	   and	  their	  relations	  with	  the	  state	  affect	  all	  development	  strategies.	  For	  the	  strategy	  analyzed	  here,	  associations	   are	   crucial	   to	   help	   small	   businesses	   climbing	   several	   innovation	   echelons	   to	  become	  competitive	  and	  to	  overcome	  their	  vulnerability	  to	  market	  pressures.	  The	  cases	  of	   Japan,	  Korea,	  Taiwan	  and	  Thailand	  show	  that	   land	  reform	  and	  the	   lack	  of	  a	  strong	  land	  elite	  facilitated	  the	  emergence	  of	  collaborative	  relations	  between	  the	  industry	  and	  the	   state.	   Thorp	   and	   Durand	   proved	   that	   agricultural	   oligarchies	   in	   Peru	   harmed	   the	  collaboration	   between	   businesses	   and	   the	   state.	   But	   what	   happens	   when	   the	   business	  requires	  inputs	  from	  small	  farmers?	  Can	  states	  with	  historical	  strong	  agricultural	  oligarchies	  empower	  small	  farmer	  associations?	  This	  case	  study	  aims	  to	  contextualize	  and	  answer	  these	  questions.	  A	  theoretical	  review	  of	  the	  literature	  concerning	  small	  producers	  and	  smallholder	  farmers	   becomes	   essential	   to	   understand	   how	   they	   can	   contribute	   to	   the	   national	  development,	   engage	   with	   the	   international	   economy	   and	   spread	   wealth	   more	   equitably.	  Small	   producers	   and	   smallholder	   farmers	   tend	   to	   diversify	   production	   and	   associate	   for	  surpassing	   market	   entry	   barriers	   and	   increase	   their	   bargain	   power.	   Understanding	   these	  mechanisms	   contributes	   to	   comprehend	   the	   development	   of	   the	   historical	   Argentinean	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  3	  By	  developmental	   they	  mean	   that	  associations	  undertake	  productive	  activities	   such	  as	   coordination	  among	  firms	  on	  interdependent	  production	  and	  investment	  decisions	  (Schneider	  et	  al,	  1997:21).	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agricultural	   sector,	   its	   current	   reality	   and	   the	   key	   features	   that	   demand	   improvement	   for	  increasing	  organic	  exports.	  
2.3.1	  Small	  producers	  and	  smallholder	  farmers’	  competitive	  capacity	  Regunaga	   et	   al.	   (2008),	   Latuada	   et	   al.	   (2001),	   Scheinkerman	   et	   al.	   (2007)	   among	  many	  others,	  pointed	  that	  smallholder	  farmers	  have	  been	  increasingly	  excluded	  from	  the	  high-­‐value	  chains	  of	  agribusiness	  developed	  in	  Latin	  American	  countries,	  as	  exporters	  have	  consolidated	  their	   supply	   base	   by	   favoring	   the	   creation	   of	   big	   areas	   of	   monoculture	   production.	   This	  phenomenon	   will	   be	   further	   developed	   in	   Chapter	   3	   for	   the	   Argentinean	   case.	   The	  mechanization	   of	   farming,	   and	   the	   promotion	   of	   monoculture	   with	   large	   use	   of	   chemical	  inputs,	   under	   the	   Green	   Revolution	   (analyzed	   in	   Chapter	   4)	   favored	   land	   concentration,	  promoting	  the	  exclusion	  of	  small	  producers	  (Dolan	  et	  al,	  2004;	  and	  others).	  	  Increasing	   vertical	   coordination	   in	   market	   channels	   and	   production	   implied	   a	  fundamental	  change	  for	  small	  producers.	  Growing	  demand	  for	  food	  safety	  also	  affected	  small	  producers	   by	   favoring	   the	   concentration	   of	   medium-­‐size	   and	   big	   suppliers,	   because	   new	  standards	   demand	   flow	   of	   information	   and	   control	   over	   production,	   that	   in	   many	   cases	  escaped	   the	   farmers’	   capacities	   (Gereffi	   et	   al,	   2005;	   Popkin,	   2002).	   At	   the	   same	   time,	   the	  emergence	   of	   the	   retails’	   power	   affected	   the	   composition	   of	   value	   chains,	   restructured	  information	  flows	  and	  raised	  the	  demanded	  quality	  standards	  (see	  Chapter	  4).	  	  Even	  though	  export	  volume	  and	  scale	  economies	  tended	  to	  exclude	  smallholder	  farmers,	  they	  do	  not	  necessarily	  need	  to	  be	  excluded	  from	  high-­‐value	  and	  quality	  markets	  if	  the	  right	  organizational	   and	   institutional	   forms	   are	   created.	   Public	   support	   schemes,	   linking	  collectively	  organized	  farmers	  to	  large	  agribusiness	  firms	  or	  retailers	  can	  help	  this	  purpose.	  In	  Mexico,	   the	   government	   facilitated	   linkages	   between	   a	   small	   farmers’	   organization	   and	   a	  major	  Mexican	   supermarket	   chain,	   and	   provided	   technical	   assistance	   (Reardon	   et	   al,	   2006:	  498).	  In	  The	  Philippines	  a	   large	  company	  that	  provides	  hogs,	  medical	  care	  and	  feed	  to	  small	  farmers	   so	   they	   can	  produce	   goods	   that	  meet	   the	   standards,	   received	   tax	   benefits	   from	   the	  state,	  while	  it	  transferred	  some	  of	  the	  environmental	  responsibility	  to	  the	  small	  farmers,	  and	  these	  last	  were	  able	  to	  stay	  in	  business	  (Delgado,	  2002).	  Transformation	   of	   the	   food	   regimes,	   increasing	   corporation	   power,	   retails’	   demand	   and	  global	   change	   in	  grades	  and	  standards	   in	  agri-­‐food	  goods	   (see	  Chapter	  4),	  demand	  not	  only	  agribusiness	  strategic	  responses	  in	  developing	  countries	  to	  continue	  with	  export	  balances,	  but	  also	   to	   restructure	   the	   internal	   division	   of	   labor	   between	   and	   within	   country	   boundaries.	  Reardon	  et	  al	  (2001:	  421)	  explained	  that	  the	  nature	  of	  grades	  and	  standards	  has	  shifted	  from	  
	   25	  
performance	   to	   process	   standards,	   and	   that	   in	   developing	   countries	   they	   have	   tended	   to	  exclude	   small	   firms	   and	   farms	   from	  participating	   in	  market	   growth,	   because	   of	   the	   implied	  investments.	  Agribusiness	  firms	  and	  farms	  implement	  three	  strategic	  responses	  to	  grades	  and	  standards	   that	   include:	   (1)	  by	   large	   firms	  and	  multinationals,	   the	   creation	  of	  private	  grades	  and	  certification	  of	  standards,	  labeling,	  and	  branding	  systems;	  (2)	  by	  medium-­‐large	  domestic	  firms,	   to	   lobby	  governments	  to	  adopt	  public	  standards	  similar	  to	  those	   in	  export	  markets	   in	  developed	  regions;	  (3)	  by	  small	  firms	  and	  farms,	  to	  ally	  with	  public	  and	  nonprofit	  sectors	  to	  form	  standards	  and	  certification	  systems	  to	  access	  export	  markets	  and	  to	  bring	   institutional	  change	   to	   non-­‐tradable	   product	   markets.	   In	   this	   regard,	   governments	   should	   build	   the	  capacity	  of	  the	  poor	  to	   invest	  to	  “make	  the	  grade”	   implied	  by	  the	  new	  grades	  and	  standards.	  The	  encouragement	  of	  producer	  associations	  can	  contribute	  to	  this	  end.	  The	  organic	  system	  of	  production	  could	  favor	  the	  development	  of	  small	  farmers	  as	  it	  allows	  greater	  rent	  gains,	  if	  the	  standards	  are	  achieved.	  In	  any	  case,	  to	  survive	  small	  famers	  need	  to	  join	  together.	  The	   rising	   environmental	   concerns	   opened	   opportunities	   for	   smallholder	   farmers	   to	  increase	  their	  livelihoods.	  Buch-­‐Hansen	  (2012)	  argues	  that	  the	  big	  problem	  of	  small	  farmers	  is	   organizing	   them.	   He	   wrote	   about	   the	   success	   story	   of	   600,000	   small-­‐scale	   tea	   farmers	  organized	   by	   the	   Kenya	   Tea	   Development	   Agency	   (KTDA)	   for	   over	   50	   years,	   making	   tea	  number	   one	   income	   earning	   product	   of	   the	   country.	   This	   allowed	   to	   improve	   the	   living	  standards	  of	  approximately	  3	  million	  people	  that	  are	  directly	  or	  indirectly	  dependent	  on	  the	  KTDA	   industry	   (2012:	   63).	   Buch-­‐Hansen	   argues	   that	   this	   experience	   can	   be	   replicated	   and	  highlights	   that	   vertical	   integration	   and	  production	  diversification,	   together	  with	   the	  market	  conditions	   and	   political	   support	   are	   key	   factors	   for	   KTDA’s	   success.	   Finally,	   Buch-­‐Hansen	  argues	   that	   the	   environmental	   situation	   will	   not	   represent	   an	   opportunity	   to	   improve	   the	  livelihood	  of	  small	  farmers	  elsewhere	  unless	  they	  are	  institutionally	  organized.	  	  Associations	   can	   help	   farmers	   achieve	   economies	   of	   scale,	   reduce	   transaction	   costs,	  provide	   access	   to	   technical	   and	   management	   services,	   negotiate	   production	   and	   input	  volumes	   that	   are	   attractive	   to	   the	   market,	   initiate	   post	   harvest	   management,	   and	   develop	  value	  added	  products.	  In	  this	  regard,	  Jaime	  et	  al	  (2011)	  argued	  that	  thanks	  to	  the	  fact	  that	  the	  Chilean	   Institute	   for	   Agricultural	   Development	   (INDAP	   in	   Spanish,	   2009)	   reoriented	   its	  policies	   towards	   farmer	   associations,	   the	   participation	   in	   cooperatives	   or	   gremial	  organizations	  emerged	  as	  a	  relevant	  factor	  to	  obtain	  higher	  technical	  efficiency	  levels,	  proved	  in	  the	  case	  of	  wheat	  small	  farmers	  of	  the	  Bío	  Bío	  Region	  of	  Chile.	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Bacon	   (2005)	  argued	   that	  Fair	  Trade	  and	  organic	   labels	   can	   improve	   the	   small	   farmers’	  wealth,	   although	   achieving	   them	   requires	   technological	   knowledge	   that	   represents	   an	  obstacle	   for	   small	   farmers.	   With	   the	   intention	   to	   receive	   states’	   attention,	   small	   farmer	  organizations	   can	   also	   join	   together	   to	   create	   a	   greater	   collective	   representation.	   Bacon	  exemplified	   this	   with	   the	   case	   of	   eight	   coffee	   producing	   cooperatives	   from	   the	   north	   of	  Nicaragua,	   that	   collectively	   represent	  more	   than	   7,000	   small-­‐scale	   farmers,	   and	   that	   joined	  into	   CAFENICA.	   This	   association	   provides	   political	   representation	   for	   small	   producers,	  coordinates	  collective	  marketing	  strategies,	  ensures	  that	  members	  reach	  technical	  assistance	  and	   coordinates	   and	   develops	   projects	   on	   the	   area,	   having	   greater	   importance	   to	   the	  expansion	  of	  labeled	  production.	  However,	  the	  integration	  of	  small	  farmers	  into	  cooperatives,	  that	  allow	  them	  to	  overcome	  the	   barriers	   to	   export	   and	   produce	   for	   domestic	   markets,	   has	   to	   be	   complemented	   with	   a	  series	  of	  key	  management	  and	  organizational	  investments,	  so	  they	  are	  able	  to	  easily	  adapt	  to	  the	   needs	   of	   the	   clients	   and	   remain	   in	   business.	   Perez-­‐Aleman	   (2000,	   cited	   in	   Ouma	   and	  Whitfield,	  2012)	  argues	  that	  the	  transformation	  of	  the	  relations	  between	  large	  customer	  firms	  and	  small	  suppliers	  in	  Chile	  required	  new	  institutional	  arrangements	  and	  capabilities	  of	  large	  ‘mother	   firms’	   that	   allowed	   the	   upgrade	   of	   small	   suppliers’	   collective	   capacity	   to	   improve	  performance.	   This	   action	   by	   large	  mother	   firms	  would	   not	   have	   been	   possible	  without	   the	  state	   pressure	   and	   assistance	   in	   reorganizing	   business	   associations	   to	   promote	   collective	  learning,	  and	  to	  search	  for	  new	  ways	  of	  organizing	  production.	  
“The	   basic	   question	   (…)	   seems	   to	   be	   how	   to	   reconcile	   calls	   for	   competitiveness	   and	  
efficiency	   with	   an	   inclusive	   model	   of	   industry	   organization	   that	   gives	   smallholder	  
farmers	  their	  place”	  (Ouma	  and	  Whitfield,	  2012).	  	  The	   next	   chapter	   shows	   how	   Argentina’s	   wealth	   has	   been	   historically	   attached	   to	   its	  agricultural	  exports.	  Different	  historical	  periods	  show	  the	  alternation	  between	  Ricardian	  and	  Kaldorian	   strategies,	   even	   so	   it	   could	   never	   take	   off	   from	   a	   ‘light	   industrialization’.	   The	  changing	  terms	  of	  trade	  analyzed	  in	  the	  second	  section	  of	  this	  theoretical	  framework	  open	  up	  for	  the	  opportunity	  for	  the	  development	  of	  a	  ‘double	  strategy’.	  In	  the	  first	  part	  of	  the	  strategy,	  investments	   in	   processing	   industries	   continue	   with	   the	   aim	   of	   achieving	   high-­‐value	   added	  commodity	   exports,	   but	   at	   the	   same	   time,	   the	   state	   must	   promote	   other	   high-­‐value	   added	  activities	   that	   contribute	  with	  wealth	   redistribution	   and	   employment	   (Perez,	   2010).	   In	   this	  regard,	   Argentinean	   soybean	   industry	   should	   be	   complemented	   and	   its	   revenues	   should	  encourage	  other	  sectors’	  development.	  Organic	  production	  could	  be	  one	  of	  these	  sectors,	  but	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how	  far	  is	  Argentina’s	  development	  strategy	  engaged	  with	  it?	  The	  development	  of	  the	  organic	  exports	  demands	  ‘developmental’	  business	  associations	  with	  management	  capabilities,	  which	  with	  a	  fluent	  cooperation	  with	  the	  state,	  pursues	  the	  involvement	  of	  small-­‐farmers	  in	  organic	  production	  practices	  and	  into	  commercial	  chains.	  Do	  these	  organizations	  exist	  and	  how	  is	  the	  state	  encouraging	  them	  to	  emerge	  or	  grow	  in	  Argentina?	  The	  answers	  to	  these	  questions	  can	  be	  found	  in	  Chapter	  5,	  but	  first	  a	  historical	  review	  of	  Argentinean	  development	  strategies	  will	  be	  provided.	  
Chapter	  3.	  The	  historical	  pursue	  of	  Ricardian	  strategies	  in	  Argentina	  This	  chapter	  provides	  a	  historical	  contextualization	  to	   the	  current	  development	  strategy	  adopted	   by	   Argentina	   through	   the	   review	   of	   the	   main	   periods	   of	   wealth	   creation	   since	   its	  independence.	  The	  chapter	   is	  divided	   in	   three	  sections	   that	   illustrate	   the	  most	  predominant	  periods	   of	   Ricardian	   and	   Kaldorian	   strategies,	   and	   contribute	   to	   the	   understanding	   of	   the	  extension	  and	  limitations	  of	  the	  economic	  development	  of	  the	  country.	  	  Each	  section	  provides	  an	  analysis	  of	  the	  most	  significant	  political	  economy	  choices	  made	  by	  governments,	  together	  with	  the	  international	  context	  that	  gave	  way	  to	  those	  choices.	  Hard	  data	  on	  investments,	  exports	  and	  growth	  are	  analyzed	  to	  understand	  the	  success	  and	  failures	  of	  each	  developmental	  period.	  The	  aim	  is	  to	  analyze	  the	  most	  successful	  developments	  of	  each	  strategy,	  understand	  why	  it	  succeeded	  and	  why	  it	  finished.	  Because	  of	  the	  significance	  that	  it	  brings	  to	  the	  study	  of	  the	  organic	  development,	  a	  special	  focus	  on	  changes	  of	  land	  distribution,	  agrarian	  policies	  and	  other	  policies	  that	  affect	  the	  development	  of	  the	  agro-­‐industry	  is	  given.	  In	  each	  section	  the	  different	  innovations	  that	  contributed	  to	  wealth	  creation	  are	  analyzed	  together	  with	  a	  differentiation	  of	  the	  social	  groups	  that	  gained	  the	  most	  wealth.	  The	  inherited	  economic	  structure,	  and	  wealth	  and	  power	  distribution	  contribute	  and	  limit	  the	  development	  path	   that	   societies	   can	  perform,	  hence	   the	   importance	  of	   this	   analysis.	   The	   transformations	  described	   in	   this	   chapter	   are	   inscripted	   in	   the	   memory	   of	   state	   institutions	   shaping	   their	  policies	  and	  decision-­‐making	  in	  the	  public	  and	  in	  the	  private	  sector.	  Besides	   reaffirming	   the	   Ricardian	   attachment	   and	   dependency	   of	   the	   economy,	   the	   last	  section	   provides	   the	   current	   contextualization	   and	   shows	   some	   limitations	   to	   the	  development	  of	  organic	  farming	  in	  Argentina.	  By	  analyzing	  the	  structure	  and	  development	  of	  the	   soybean	   industry,	   one	   can	  understand	   the	   harsh	   circumstances	   that	   traditional	   farmers	  have	  to	  confront	  and	  the	  difficulties	  that	  they	  have	  to	  survive	   in	  an	  environment	  that	   favors	  large	   companies	   and	  economies	  of	   scale,	  where	   state	  measures	   are	   indifferent	   to	   them.	  But	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these	   circumstances	  were	  not	   created	   from	  one	  day	   to	   another,	   and	   the	   roots	   for	   the	   small	  farmers	  plight	  have	  to	  be	  traced	  way	  back	  in	  the	  formation	  of	  the	  Argentinean	  state.	  
3.1	  The	  entrance	  of	  Argentina	  to	  the	  world	  economy:	  the	  creation	  of	  the	  state	  and	  
the	  agro-­‐export	  model.	  The	  pursuit	  of	  a	  Ricardian	  strategy	  was	  present	  in	  the	  minds	  of	  the	  elites	  since	  before	  the	  independence	  from	  Spain.	  The	  possibilities	  of	  trade	  with	  Great	  Britain	  were	  one	  of	  the	  main	  encouragements	  of	  the	  revolutionaries	  of	  1810.	  But	  the	  development	  of	  a	  Ricardian	  strategy	  would	  demand	  investments	  and	  organization	  before	  it	  could	  be	  implemented.	  It	  was	  not	  until	  1880	  that	  Argentina	  could	  unify	   its	   territory,	  dominate	   the	  unsubordinated	  caudillos,	  create	  the	  state	  and	  invest	  in	  transportation	  and	  communication	  systems	  that	  allowed	  the	  entrance	  to	   international	  trade	  by	  the	  export	  of	  wool	  to	  Great	  Britain.	  The	  mechanization	  of	  the	  wool	  industry	   of	   the	   1830s	   and	   1840s	   increased	   the	   demand	   of	   high-­‐value	   wools	   making	   this	  business	   very	   attractive	   for	   the	   southern	   economies.	   Still,	   the	   lack	   of	   labor,	   capital,	  infrastructure	   and	   organization	   demanded	   state	   intervention	   for	   the	   development	   of	  Ricardian	  exports.	  	  The	  creation	  of	   the	  state,	  and	  the	  organization	  of	   labor	  and	  the	   fiscal	  structure	  were	  the	  main	  reasons	  for	  the	  political	  struggles	  of	  the	  1850s	  and	  1860s.	  After	  export-­‐oriented	  graziers	  overthrew	   the	   dictator	   of	   Buenos	   Aires	   province	   in	   1851,	   a	   decade	   of	   civil	   war	   erupted	  between	  the	  inland	  provinces	  and	  Buenos	  Aires.	  The	  convergence	  of	  the	  economic	  interests	  of	  Buenos	  Aires	   and	   the	   other	   provinces	   resulted	   in	   a	   pact	   that	   established	   that	  Buenos	  Aires	  had	   the	   control	   over	   the	   custom	   revenues;	   centralizing	   export	   flows	   and	   redistributing	  incomes	  to	  the	  federation.	  But	  the	  realization	  of	  the	  state’s	  federation	  had	  to	  wait	  until	  1880	  with	   accesion	   of	   Rosas	   as	   president.	   The	   centralization	   of	   the	   export	   revenues	   had	   strong	  implications	  for	  the	  future	  of	   the	  country,	  as	   it	  represented	  the	  triumph	  of	  an	  economic	  and	  social	  model.	  The	  control	  over	  the	  customs	  provided	  the	  ruling	  elite	  of	  Buenos	  Aires	  with	  the	  resources	   to	   promote	   the	   development	   of	   certain	   social	   and	   economic	   sectors,	   that	  conditioned	   the	   development	   strategies	   implemented	   and	   the	   distribution	   of	   wealth	   in	   the	  society.	  Since	  the	  1850s	  Argentina´s	  political	  elite	  made	  immigration	  campaigns	  to	  solve	  the	  lack	  of	   labor	   needed	   to	   increase	   production.	   Transport	   subsidies	   to	   immigrants	   coming	   from	  Europe	   helped	   to	   attain	   an	   average	   of	   over	   20.000	   immigrants	   per	   annum,	   reaching	   nearly	  100,000	   people	   that	   migrated	   permanently	   to	   Argentina	   by	   the	   1880s.	   Even	   so,	   the	   high	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wages	   paid	   to	   attract	   European	   migrants	   to	   work,	   forced	   the	   search	   for	   high	   productivity	  methods	  to	  reduce	  costs.	  	  The	  construction	  of	  railroads	  allowed	  an	  increase	  of	  production	  by	   integrating	  far	   lands.	  The	  unequal	  distribution	  of	  fertile	  land	  created	  large	  landowners,	  that	  predominantly	  owned	  sheep	   stations,	   and	   controlled	   the	   proletarianized	   and	   itinerant	   immigrant	  work	   force	  with	  private	   armies,	   vote	   rigging,	   and	   careful	   mixtures	   of	   shearers	   from	   different	   areas,	  supplanting	   the	  absent	  state	   that	  monopolized	   the	  use	  of	   force	   (Schwartz,	  2010).	  Moreover,	  wool	   exports	   in	  Argentina	   rose	   from	  28,000	   tons	   in	  1860	   to	  342,000	   tons	   in	  1910;	   and	   the	  amount	   of	   sheep	  passed	   from	  250,000	   in	   1815	   to	   5	  million	   in	   1850,	   to	   61	  million	   by	   1880	  (Schwartz,	   2010:	   133).	   This	   allowed	   a	   leap	   of	   the	   Argentinean	   economy	   in	   income	   terms,	  although	  the	  business	  was,	  nonetheless,	  concentrated	   in	  a	   few	  hands.	  The	  consolidation	  and	  perpetuation	   of	   the	   landowners’	   power	   based	   on	   the	   commercial	   bounds	   with	   Europe,	  succeeded	   against	   the	   independant	   political	   factions	   and	   the	   domestic	   market	   resulted	  subordinated	  to	  the	  interests	  of	  the	  agrarian	  export	  class	  and	  the	  international	  market.	  	  
3.1.1	  The	  conquest	  of	  the	  desert:	  the	  creation	  of	  the	  huge	  landowners	  Indigenous	  people	  dominated	  huge	  portions	  of	  the	  south	  and	  west	  of	  the	  country.	  The	  use	  of	  extensive	  methods	  of	  production	  led	  to	  the	  incorporation	  of	  new	  land	  to	  increase	  exports,	  making	  indigenous	   land	  of	  huge	  value	  to	  Argentina’s	  development	  of	   its	  agricultural	  system.	  The	  governments	  of	  Rivadavia	  (1826-­‐1827)	  and	  Rosas	  (1835-­‐1852)	  extended	  the	  conquered	  land	  portion	  by	  different	  means4,	  but	   in	  1870	   the	   land	   started	   to	  become	   insufficient	  again.	  General	   Roca	   (1898-­‐1904)	   commanded	   an	   offensive	   campaign,	   which	   with	   the	   new	  technological	   developments	   (e.g.	   the	   Reminton	   rifle	   and	   the	   telegraph,	   which	   allowed	   the	  displacements	  of	  troupes	  to	  the	  war	  fronts)	  allowed	  disposing	  of	  all	  the	  usable	  land	  in	  a	  short	  time.	  During	  this	  time,	  it	  is	  estimated	  that	  20,000	  indigenous	  were	  exiled	  or	  killed.	  	  The	  expansion	  of	   the	   fertile	  area	  was	  a	  key	   input	   to	   increase	  production	  and	  exports.	   It	  was	  in	  the	  state’s	  interest	  to	  develop	  that	  expansion	  and	  to	  utilize	  these	  lands	  productively.	  To	  ensure	   that	   final	  end,	   the	  distribution	  of	   land	   favored	   the	  big	  businessmen.	  The	  5.5%	  of	   the	  landowners,	  who	  appropriated	  100,000	  or	  more	  hectares,	  shared	  28.3%	  of	  the	  total	  new	  land,	  while	  40%	  of	   the	   landowners	   shared	  15.6%	  of	   the	   total.	  Making	  matters	  worse	  69%	  of	   the	  landowners	  (with	  40,000	  hectares	  or	  less)	  shared	  15.9%	  of	  the	  new	  land,	  while	  19.5%	  (with	  45,000	  hectares	  or	  more)	   shared	  55.7%	  of	   the	  new	   land.	  Among	   the	  new	   landowners	   there	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  4	  Not	  so	  much	  with	  armed	  confrontations,	  but	  with	  agreements	  to	  push	  further	  away	  the	  frontier	  line	  with	  indigenous	  peoples.	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were	   old	   landowners,	   merchants,	   foreign	   investors	   and	   speculators.	   The	   constant	  appreciation	  of	  land	  prices	  framed	  a	  decade	  of	  uncontrolled	  speculation	  that	  was	  only	  stopped	  by	  the	  1890	  crisis	  when	  the	  speculation	  bubble	  collapsed	  and	  profitability	  was	  related	  to	  the	  land	  production	  again.	  Many	  of	  the	  landowners	  that	  acquired	  land	  during	  that	  time	  (specially	  the	  ones	  that	  acquired	  the	  most)	  maintained	  their	  proprieties	  and	  rarely	  speculated,	  and	  are	  still	  today	  many	  of	  the	  most	  powerful	  families	  of	  Argentina	  (Rapoport,	  2005:	  44).	  	  
3.1.2	  The	  balance	  of	  payments,	  the	  foreign	  capital	  and	  the	  meat	  production	  The	  first	  years	  of	  the	  Agro-­‐export	  model	  saw	  huge	  increases	  of	  imports	  mainly	  due	  to	  the	  transportation	   infrastructure	   needs.	   It	   was	   not	   until	   1890	   that	   the	   exports	   surpassed	   the	  imports,	   but	   in	   an	  overall	   analysis,	  while	   exports	  passed	   from	  $58	  million	  pesos	   in	  1880	   to	  $349	  million	   in	   1914,	   representing	   a	   598%	   growth,	   the	   imports	   followed	   equitably.	   These	  high	   import	   figures	  were	   linked	   to	   the	   foreign	   investments,	  which	  were	  mostly	   destined	   to	  develop	  the	  infrastructure	  needed	  to	  incorporate	  distant	  lands	  into	  the	  world	  economy.	  	  The	   railroads	  ensured	   the	   fast	  and	  cheap	   transportation	  of	  agricultural	  goods	   to	   the	  big	  ports	  and	  facilitated	  the	  introduction	  of	  imported	  manufacturers	  in	  the	  interior	  of	  the	  country,	  completing	  the	  integration	  of	  Argentina	  to	  the	  international	  division	  of	  labor.	  The	  power	  elite	  of	   that	   time	  rigorously	  applied	  the	  concepts	  developed	  by	  Ricardo	  transforming	  the	  country	  into	   a	   supplier	   of	   agricultural	   goods	   to	   Great	   Britain	   (the	   core)	   and	   a	   consumer	   of	  manufactured	  products	  from	  it.	  Foreign	  investments	  and	  imports	  were	  essential	  for	  this	  purpose.	  Besides	  railroads,	  they	  also	  invested	  in	  cold	  storage	  plants.	  By	  1912	  the	  US	  controlled	  58%	  of	  the	  exported	  “chilled”	  (cooled	  meat),	   and	   by	   1913,	   of	   the	   eight	   cold	   storage	   plants	   located	   in	  Argentina,	   only	   two	  were	  owned	  by	  national	  capital,	  of	  the	  rest,	  three	  were	  owned	  by	  British	  and	  three	  by	  the	  US.	  Argentinean	  investments	  controlled	  only	  13.5%	  of	  the	  chilled	  cow	  meat,	  27.9%	  of	  the	  frozen	  cow	  meat	  and	  28.9%	  of	  the	  frozen	  lamb	  (Rapoport,	  2005:53).	  The	   expansion	   of	   land	   allowed	   the	   increase	   of	   the	   farms’	   size,	   making	   them	   more	  profitable.	  Furthermore,	  the	  introduction	  of	  the	  railroad,	  the	  defeat	  of	  the	  indigenous	  peoples	  and	   the	   massive	   arrival	   of	   immigrants	   allowed	   the	   massive	   increase	   of	   cereal	   production	  (especially	   wheat).	   As	   a	   result,	   Argentina	   also	   experienced	   a	   huge	   expansion	   in	   crop	  production	  passing	  from	  580	  thousand	  hectares	   in	  1872	  to	  22	  million	  hectares	  cultivated	  in	  1914.	  Due	   to	   the	  huge	   investments	  needed,	   it	  was	  not	  until	  1890	   that	   the	  production	  could	  generate	   export	   surpluses.	   Thanks	   to	   the	   reduction	   of	   the	   transportation	   costs,	   the	   vast	  availability	   of	   land	   and	   the	   exploitation	   of	   labor,	   Argentina’s	   exports	   became	   competitive.	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Between	   1900	   and	   1914,	   Argentina	   almost	   doubled	   its	   wheat	   production	   (from	   2.7	   to	   4.6	  million	   tons)	   and	   exported	   between	   2	   and	   4	   million	   tons,	   while	   it	   passed	   from	   1.4	   to	   8.2	  million	   tons	   of	   corn	   produced	   and	   4	   million	   tons	   exported.	   Because	   the	   rotation	   and	   rest	  periods	  were	   demanded	   in	   traditional	   agriculture,	   livestock	   exports	   also	   increased	   1,193%	  between	  1870-­‐1914	  reaching	  436,779	  tons.	  The	  agriculture	  exports’	  share	  passed	  from	  6.7%	  between	  1880-­‐1884	  to	  close	  to	  60%	  between	  1905-­‐1909,	  surpassing	  the	  traditional	  livestock	  supremacy.	  The	  cereals	  represented	  around	  95%	  of	  the	  total	  agricultural	  exports,	  with	  wheat	  and	  corn	  alternately	  leading	  the	  exports.	  Between	  1888	  and	  1907	  Argentina	  scaled	  from	  the	  sixth	  to	  the	  third	  main	  cereal	  world	  exporter.	  	  Before	  1895,	   the	   industrial	  sector	  was	  mostly	  composed	  of	  workshops	  based	  on	  manual	  labor	   that	   modified	   raw	   material	   produced	   in	   the	   country	   (mainly	   leather	   and	   wood).	  Between	   1895	   and	   1914,	   the	   food	   industry	   grew	   significantly,	   especially	   in	   the	   number	   of	  factories	  (284.3%),	  machinery	  (365.9%)	  and	  employment	  (177.1%),	  due	  to	  the	  cooler	  storage	  industry	  and	  the	  emergence	  of	  sectors	  dedicated	  to	  process	  dairy,	  cookies,	  drinks,	  and	  others,	  that	  satisfied	  the	  needs	  of	  the	  domestic	  market.	  By	  1913,	  the	  food	  industry	  represented	  close	  to	   40%	   of	   the	   factories,	   half	   of	   the	   capital,	   60%	   of	   the	   machinery	   in	   use	   and	   half	   of	   the	  production	   value.	   But	   the	   industry	   had	   a	   secondary	   role	   for	   the	   economic	   development	   of	  Argentina	   and	   its	   growth	   was	   less	   than	   the	   import	   industry.	   The	   manufacturing	   sector	  represented	  only	  15%	  of	  the	  GDP	  of	  that	  year.	  Few	  countries	  can	  match	  the	  Argentinean	  high	  growth	   rates	   between	   1870-­‐1914.	   The	   GDP	   grew	   with	   an	   average	   rate	   of	   5%	   while	   the	  population	  grew	  at	  3.5%	  per	  year.	  	  Since	   1880	   Argentinean	   growth	   has	   been	   very	   dependent	   of	   the	   world	   economy.	   The	  capital	   and	   the	   population	   came	   from	  other	   countries,	   and	   the	   evolution	   of	   the	   agricultural	  production	  and	  exports	  depended	  also	  of	  the	  behavior	  of	  the	  external	  market.	  After	  1908	  the	  Argentinean	   economic	   organization	   was	   static	   and	   the	   agricultural	   production	   finally	  tappered-­‐off.	  The	  Pampas5	  had	  reached	  the	  limit	  of	  expansion	  of	  its	  productive	  area	  and	  Great	  Britain	   slowed	  down	   its	  provision	  of	   capital	   and	  manufacture	  goods	   that	  Argentina	  needed.	  The	   First	  World	  War	   was	   the	   first	   sign	   of	   the	   crisis	   of	   the	   economic	   model	   and	   the	   Great	  Depression	  of	  1930	  set	  the	  end	  of	  it.	  	  
	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  5	  The	  Pampas	  area	  is	  located	  in	  the	  center	  east	  side	  of	  the	  country	  and	  it	  is	  characterized	  by	  its	  climate	  and	  soil	  fertility	  that	  favors	  agricultural	  production.	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3.2	  1914-­‐1955	  a	  limited	  but	  significant	  Import	  Substitution	  Industrialization	  (ISI)	  The	   industrialization	  of	  Argentina	  emerged	  as	   a	   response	   to	   the	   impossibility	   to	   import	  goods	   from	   the	   core	   and	   it	   could	   never	   take	   off	   from	   a	   ‘light’	   ISI	   supported	   on	   agricultural	  export	   rents	   for	   the	   import	   of	   capital	   goods.	   The	   ISI	   should	   be	   analyzed	   in	   two	   periods	  between	  1914-­‐1945	  and	  1945-­‐1955,	  divided	  not	  only	  by	  its	  government	  elite	  but	  also	  by	  the	  changing	  international	  context.	  Between	   1914	   and	   1930,	   the	   fundamental	   pillars	   of	   the	   Agro-­‐export	   model	   (open	  economy,	   external	   debt	   contraction	   and	   international	   trade	   based	   on	   agricultural	   and	   food	  exports	  in	  exchange	  for	  manufactured	  products)	  were	  not	  modified	  and	  the	  prosperity	  of	  the	  agricultural	  sector	  depended	  on	   the	  word’s	  cereal	  demand.	  World	  War	   I	  caused	  a	   fall	  of	   the	  Argentinean	   GDP	   and	   a	   reduction	   of	   the	   imports	   that	   pushed	   a	   light	   import	   substitution	  process	  to	  provide	  goods	  for	  the	  domestic	  market	  that	  were	  lacking.	  The	  slow	  recovery	  of	  the	  world	   economy	   left	   Argentina	   in	   a	   good	   position.	   Already	   in	   the	   middle	   1920s,	   Argentina	  contributed	  with	  72%	  of	  the	  linen,	  66%	  of	  corn,	  32%	  of	  the	  oats,	  and	  20%	  of	  the	  wheat	  traded	  in	  the	  world,	  and	  the	  crops	  represented	  two	  thirds	  of	  Argentinean	  exports.	  But	  multinational	  corporations	   owned	   by	   European	   countries	   as	   France,	   Germany,	   Holland	   and	   Britain,	  controlled	  70%	  of	   the	  wheat,	  73%	  of	   the	  corn	  and	  90%	  of	   the	   linen	  exported,	  and	  captured	  most	   of	   the	   rents.	   Even	   though	   Argentinean	   economy	   grew	   during	   this	   period,	   it	   was	   very	  dependent	  on	  the	  fluctuations	  of	  the	  world	  economy,	  on	  foreign	  markets	  for	  its	  exports	  and	  on	  the	  availability	  of	  foreign	  capital	  (Rapoport,	  2005:	  137).	  The	   1930s’	   economic	   depression	   of	   the	   core	   countries	   strongly	   affected	   Argentinean	  industrialization	   due	   to	   the	   dependency	   on	   imported	   inputs	   and	   capital	   goods	   and	   to	   the	  dependence	  on	  the	  export	  rents.	  The	  closure	  of	  the	  world	  economies	  caused	  that	  Argentinean	  exports	   declined	   by	   36%	   and	   the	   fall	   of	   the	   prices	   of	   agricultural	   products	   (that	   in	   1931	  reached	   half	   of	   the	   price	   it	   had	   before	   the	   crisis)	   exposed	   the	   deficiencies	   of	   the	   agrarian	  sector	  (i.e.	  the	  low	  rents	  and	  high	  costs	  of	  production,	  the	  disadvantageous	  relation	  between	  the	  domestic	  and	  international	  relative	  prices,	  the	  ways	  in	  which	  the	  property	  was	  distributed,	  the	   land	   tenure6,	   and	   the	   technological	   delay).	   The	   crisis	   enlarged	  deficits	   in	   the	   balance	   of	  payments	   that	   demanded	   the	   implementation	   of	   an	   exchange	   control	   policy7,	   and	   other	  measures,	  to	  turn	  them	  into	  surpluses.	  It	  is	  important	  to	  mention	  that	  external	  factors,	  as	  the	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  6	  Regarding	   the	  structure	  of	   the	   land	  tenure,	  a	  comparison	  between	  1914	  and	  1937	  census	  showed	  a	  concentration	   process	   as	   the	   percentage	   of	   landowners	   was	   reduced	   from	   50.7	   to	   37.9	   and	   the	  percentage	  of	  lessees	  raised	  from	  38.4	  to	  44.3.	  	  7	  The	  exchange	  control	  demanded	  exporters	  to	  give	  their	  foreign	  exchange	  to	  authorized	  banks	  as	  a	  condition	  to	  ship	  the	  goods.	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recovery	  of	  the	  international	  economy	  and	  the	  drought	  of	  the	  northern	  hemisphere	  in	  1937,	  also	  influenced	  the	  recovery	  of	  Argentinean	  economy	  during	  this	  time.	  Among	  the	  European	  protectionist	  measures	  implemented	  during	  the	  1930s,	  the	  UK	  made	  pacts	   that	   provided	   commercial	   priority	   to	   the	   colonies	   of	   the	   commonwealth,	   threatening	  Argentinean	  meat	  exports.	  Argentina	  sent	  a	  diplomatic	  delegation	  to	  ensure	  the	  continuity	  of	  the	  trade	  between	  the	  two	  countries.	  The	  result	  was	  the	  Roca-­‐Runciman	  pact	  in	  1933,	  which	  ensured	   the	   not-­‐so-­‐high	   exportation	   quota	   of	   Argentinean	  meat	   to	   the	   UK	   and	   allowed	   the	  Argentinean	  participation	  in	  15%	  of	  the	  production	  of	  the	  cooling	  factories.	  In	  exchange,	  the	  UK	   could	   avoid	   the	   exchange	   control	   for	   the	   same	   amount	   of	   the	   meat	   bought,	   opening	   a	  window	   for	   capital	   fight.	   Even	   though	   government	   efforts,	   the	   presence	   of	   livestock	  production	   in	  the	  Argentinean	  economy	  did	  not	   increase	   its	  participation	  and	   lost	  relevance	  compared	  to	  the	  agriculture	  share	  (Rapoport,	  2005:	  211).	  From	  1933	  the	  new	  economic	  cycle	  saw	  the	  increase	  of	  production	  and	  exportations,	  and	  even	  though	  special	  attention	  was	  given	  to	  the	  industrial	  sector,	  the	  agriculture	  and	  livestock	  kept	  on	  being	  around	  24%	  of	  the	  GDP.	  The	   focus	   on	   “easy	   import	   substitutions”	   process	   composed	   by	   consumer	   goods,	   had	  important	   limitations.	   Among	   them	   were	   the	   fact	   that	   most	   of	   the	   goods	   produced	   were	  copies	   of	   old	   foreign	   designs	  with	   an	   important	   technological	   delay,	   the	  machinery	   used	   in	  many	   factories	   were	   old,	   the	   factories’	   layout	   was	   primitive,	   and	   the	   machinery	   and	  intermediate	   inputs	  were	  mostly	   imported.	  Even	  so,	  between	  1935	  and	  1941	  the	  number	  of	  industrial	  facilities	  grew	  143%	  reaching	  57,940	  facilities,	  the	  staff	  increased	  by	  150%	  and	  the	  consuming	  of	  raw	  materials	  almost	  tripled.	  A	  37.2%	  growth	  was	  registered	  in	  the	  food,	  drinks	  and	  tobacco	  industries	  while	  the	  textile	  sector	  grew	  14.1%.	  	  Because	   the	   industrialization	  policies	   benefited	   the	  development	   of	   the	   food	   and	  drinks	  and	  other	  agricultural	  process	  industries,	  many	  agricultural	  investments	  were	  destined	  to	  the	  industrial	  sector	  searching	  for	  greater	  returns	  by	  processing	  agricultural	   inputs.	  In	  this	  way,	  the	  industrialization	  ended	  up	  being	  a	  sophisticated	  aggiornamento	  of	  the	  agrarian	  interests.	  The	  industrialization	  project	  was	  not	  intended	  to	  transform	  Argentina	  into	  an	  industrial	  core	  with	   a	   high	   degree	   of	   integration	   of	   production,	   as	   countries	   like	   Canada	   and	   the	   US	   had	  achieved	   (Rapoport,	   2005:	   279).	   The	   lack	   of	   integration	   was	   translated	   in	   deepening	   the	  dependency	  on	  imports,	  with	  a	  negative	  effect	  on	  the	  balance	  of	  trade	  due	  to	  the	  importation	  of	  capital	  goods	  and	  growing	  quantities	  of	  intermediate	  inputs.	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War	  World	  II	  complicated	  the	   industrial	   landscape	  even	  more,	  as	  Argentina	  suffered	  the	  sanctions	  of	  Washington	  due	  to	  its	  neutral	  policy	  and	  its	  pro-­‐Nazi	  orientation,	  making	  it	  more	  difficult	   to	  access	  the	  needed	   import	   inputs	   for	  the	   industries.	  The	  decrease	  of	   the	  maritime	  transport	  and	  the	  loss	  of	  consumer	  markets	  affected	  the	  exportations	  of	  cereals	  and	  linen.	  	  Generally	   speaking,	   the	   policies	   implemented	   by	   the	   governments	   between	   1939	   and	  1945	   favored	   more	   the	   industry	   than	   the	   trade	   or	   agriculture.	   Because	   of	   the	   import	  restrictions,	   Argentina’s	   industry	   continued	   to	   use	   old	   machinery,	   resulting	   in	   a	   low	  productivity	  and	  a	  strong	  decapitalization.	  Although	  the	  lack	  of	  manufactured	  goods	  in	  other	  countries	  allowed	  Argentina	  to	  export	  its	  products,	  especially	  to	  neighboring	  countries,	  after	  the	  war,	  the	  industrial	  exports	  fell	  radically	  because	  the	  competition	  increased	  and	  the	  quality	  of	  the	  Argentinean	  products	  could	  not	  compete	  with	  the	  core’s	  industrial	  goods.	  The	   combination	   of	   a	   favorable	   balance	   of	   trade	   that	   increased	   the	   gold	   and	   foreign	  exchange	   reserves,	   the	   restrictions	   to	   the	   importations,	   the	   industrial	   development	   and	   the	  increase	  of	   the	  domestic	  demand,	   resulted	   in	  a	   fast	   increase	  of	   the	  purchasing	  power	  of	   the	  Argentineans	  that	  raised	  the	  standard	  of	  living	  of	  the	  population.	  	  
3.2.1	  The	  Peronist	  governments	  (1946-­‐1955)	  The	   Peronist	   government	   can	   be	   divided	   in	   two	   periods.	   During	   the	   first	   period,	   the	  government	  continued	  with	   the	  policies	  started	   in	  1933	  although	  emphasizing	   the	  domestic	  market,	  the	  economic	  nationalism,	  statist	  policies	  and	  the	  central	  role	  of	  the	  industrialization.	  The	  state’s	   role	  as	   regulator	  and	  service	  provider	  grew	  and	   the	  social	  policies	   implemented	  raised	  the	  purchasing	  power	  of	  the	  working	  class.	  The	  second	  period	  returned	  to	  the	  orthodox	  economy,	  openness	   to	   foreign	   capital	   and	  abandonment	  of	   economic	  nationalism	  and	   social	  benefits	  responding	  to	  the	  declining	  international	  agricultural	  prices.	  	  The	  first	   five-­‐year	  economic	  plan	  was	  the	  first	  time	  that	  a	  governmental	  project	  ruled	  in	  favor	   of	   the	   industrialization	   of	   the	   country.	   However	   it	   lacked	   specified	   priorities	   and	   its	  orientation	  did	  not	  exceed	  the	  more	  radical	  of	  the	  conservative	  positions	  implemented	  in	  the	  previous	   decade.	   The	   dynamism	   was	   expected	   to	   happen	   in	   the	   light-­‐industry	   and	   on	   the	  domestic	   market	   (Rapoport,	   2005:	   336.).	   Many	   services	   (as	   phone	   and	   gas)	   and	   transport	  means	   (railroads,	   ports,	   storages,	   wagons,	   and	   others)	   were	   nationalized	   increasing	   the	  control	  and	  responsibility	  of	  the	  state	  over	  companies	  that	  had	  stopped	  investing	  a	  long	  time	  ago.	  	  As	  a	  result,	  in	  1945,	  the	  industrial	  sector	  surpassed	  the	  agricultural	  participation	  in	  the	  GDP	  (22.8	  and	  20.0%	  respectively).	  But	  the	  industrial	  sector	  was	  reaching	  its	  limits	  of	  growth	  and	   the	   agricultural	   rents	   were	   not	   efficient	   enough	   to	   finance	   the	   industrial	   structural	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transformation.	  Because	  appealing	  to	  foreign	  capital	  was	  contrary	  to	  the	  political	  orientation	  of	  the	  government	  in	  the	  first	  period,	  the	  industry	  was	  condemned	  to	  stagnation.	  	  In	   terms	   of	   agriculture,	   the	   restraint	   of	   the	   activity	   of	   the	   war	   period	   continued.	   The	  cultivated	   area	   stagnated	   in	   14	   million	   hectares	   after	   1949.	   The	   oilseeds	   lost	   1	   million	  hectares	  between	  1930	  and	  1950,	   and	   the	   linen	   lost	   its	   significance	  as	   the	  main	   consumers	  (US	  and	  Canada)	  started	  producing	   in	   the	  1940s.	   Increases	   in	   livestock	  and	   industrial	  crops	  production	   (e.g.	   sugar	   cane,	   cotton,	  wine,	   rice	   and	   tobacco),	   especially	   in	   the	   extra-­‐pampas	  area	  grew	  40%	  in	  this	  period,	  reflecting	  the	  redirection	  of	  investments.	  The	  agricultural	  sector	  had	  several	  limitations;	  some	  of	  them	  were	  the	  impossibility	  to	  increase	  the	  productive	  lands,	  the	  extensive	  way	  of	  production	  and	  the	  low	  degree	  of	  mechanization	  and	  the	  chemicals	  used	  that	  did	  not	  allow	  production	  increases.	  	  Although	  still	  large,	  Argentinean	  farms	  were	  usually	  not	  administrated	  by	  their	  owners,	  as	  many	  of	  them	  lacked	  the	  capital	  to	  invest.	  In	  1944,	  the	  military	  government	  made	  a	  law	  that	  froze	   land-­‐renting	  prices	  and	   changed	   the	   land	  distribution	  between	  1946-­‐1948.	  As	   renting	  was	  no	  longer	  profitable,	  some	  landlords	  sold	  their	  land	  and	  land-­‐producers	  landowners	  saw	  an	  opportunity.	  A	  phenomenon	  of	  property	  dispersion,	  that	  was	  happening	  since	  the	  1930s	  as	  a	  way	  to	  facilitate	  the	  land	  management	  and	  to	  reduce	  risks,	  increased.	  Even	  though	  the	  plots	  were	  reduced,	  the	  land	  concentrated	  in	  a	  different	  way	  than	  geographic.	  	  Since	  1920	  the	  farming	  rents	  were	  falling,	  and	  the	  number	  of	  intermediates	  (e.g.	  collectors,	  storages,	   operators)	   increased.	   In	   1944,	   as	  Minister	   of	   Farrel´s	  military	   government,	   Peron	  showed	  his	  intention	  not	  to	  favor	  the	  agricultural	  elites	  when	  he	  promoted	  the	  sanction	  of	  the	  Pawn´s	   Statute,	   which	   provided	   rights	   to	   the	   farm	   workers	   (i.e.	   minimum	   salary,	   paid	  vacations,	   housing	   and	   hygiene	   conditions,	   and	   other	   rights),	   and	   raised	   the	   costs	   for	  producers.	   Once	   President,	   Peron	   created	   the	   Argentinean	   Institute	   for	   the	   Exchange	  Promotion	   (IAPI	   in	   Spanish)	   that	  worked	  as	   a	   state-­‐owned	   trade	  monopoly,	   fixing	  prices	  of	  grains	   and	   seeds,	   and	   authorizing	   buyers	   and	   sellers8.	   Through	   the	   IAPI,	   the	   state	   could	  control	  the	  exportations,	  and	  could	  transfer	  money	  between	  different	  sectors	  of	  the	  economy.	  Its	   resources	   supported	   the	  process	  of	  nationalization	  and	  expansion	  of	  public	   services,	   the	  encouragement	   to	   the	   industry	   and	   the	   importation	   of	   raw	   materials,	   capital	   goods	   and	  military	  equipment.	  The	   IAPI	   controlled	   the	  offer,	   avoided	  Dutch	  disease	  and	  controlled	   the	  prices	  and	  the	  inflation	  on	  the	  domestic	  market.	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  8	  Similar	  experiences	  took	  place	  in	  the	  US	  (i.e.	  the	  “Commodity	  Credit	  Corporation”)	  and	  in	  Canada	  (i.e.	  the	  “Canadian	  Wheat	  Board”).	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The	   crisis	   of	   the	   agricultural	   prices9	  and	   the	   drought	   of	   1951-­‐195210,	   showed	   the	  weak	  basis	  of	  the	  previous	  expansion	  that	  was	  highly	  dependent	  on	  agricultural	  export	  to	  support	  the	  industry	  needs.	  The	  causes	  of	  the	  crisis	  were:	  the	  deficit	  of	  the	  balance	  of	  trade,	  the	  fall	  of	  the	   international	   reserves	   due	   to	   high	   public	   spending,	   and	   structural	   problems	   of	   the	  agriculture	  and	  the	  industry	  sectors	  that	  depended	  of	  imported	  external	  inputs.	  The	  return	  to	  orthodox	   policies,	   signed	   in	   the	   economic	   plan	   of	   1952,	   promoted	   the	   stimulation	   of	  agricultural	   exports	   and	   the	   equilibrium	   of	   the	   national	   accounts.	   The	   IAPI	   changed	   from	  collector	   to	   investor	   and	   started	   subsidizing	   exports	   when	   the	   international	   prices	   were	  below	  the	  costs	  of	  production.	  The	  government	  invested	  in	  R&D,	  subsidized	  seeds	  and	  plants,	  mechanized	   farms	   with	   tractors,	   among	   other	   policies	   with	   the	   intention	   to	   increase	   the	  agricultural	  production.	  Pursuing	   the	   creation	  of	   economies	  of	   scale	   to	   increase	  production,	  the	   government	   promoted	   an	   agrarian	   reform	   that	   focused	   on	   fiscal	   land	  without	   affecting	  landowner’s	   properties,	   with	   the	   intension	   to	   increase	   productivity	   and	   efficiency,	  
“highlighting	  the	  smallholding	  as	  a	  bigger	  problem	  than	  the	  large	  estate”	  (Blanco,	  1998).	  The	  conjunction	  of	   these	  policies	   could	   rapidly	   contain	   the	   inflation	  and	   the	  public	  debt	  was	  reduced.	  The	  exportations	  increased	  by	  80%	  between	  1952	  and	  1953,	  with	  a	  surplus	  in	  the	  balance	  of	  trade	  until	  1955,	  year	  in	  which	  a	  military	  coup	  took	  over	  the	  government.	  	  The	  growth	  rates	   for	   the	  period	  were	  3.6%	  in	  average,	  but	  with	  big	   fluctuations.	  During	  the	  first	  years	  the	  high	  growth	  reached	  the	  peak	  of	  11%	  in	  1947,	  after	  8.9%	  of	  1946.	  A	  period	  of	   turbulences	   that	   started	   in	   1949	  with	   a	   -­‐1.3%,	   followed	   by	   oscillations	   that	   reached	   the	  worst	  moment	   in	   1952	  with	   a	   -­‐6.6%	   growth,	   stabilizing	   from	   1953	  with	   three	   consecutive	  years	  of	  between	  4	  and	  5.5%	  growth.	  	  In	  Rapoport’s	  analysis	  the	  military	  coup	  reflected	  the	  need	  of	  dominant	  economic	  groups	  to	  strengthen	  the	  reorientation	  of	  the	  economic	  path	  adopted	  by	  the	  government	  since	  1952.	  The	   following	   governments	   favored	   the	   entrance	  of	   foreign	   capital,	   the	   elimination	  of	   trade	  barriers,	   the	   incorporation	   of	   the	   country	   to	   multilateral	   organisms	   and	   to	   seek	   closer	  relations	  with	  the	  US.	  The	  state	  regulations	  should	  be	  eliminated	  and	  the	  social	  peronist	  basis	  should	   be	   subordinated	   to	   the	   new	   ways	   of	   accumulation.	   Only	   the	   overthrow	   of	   the	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  9	  One	  of	  the	  main	  reasons	  for	  the	  problems	  in	  the	  balance	  of	  trade	  was	  that	  the	  North	  American	  agricultural	  production	  (highly	  subsidized	  and	  politically	  supported)	  provided	  the	  fund	  for	  the	  European	  recovery	  program	  (Plan	  Marshall)	  and	  impose	  the	  geographically	  origin	  of	  the	  European	  agricultural	  imports	  to	  their	  own	  benefit,	  driving	  out	  Argentina	  of	  some	  traditional	  markets.	  10	  The	  droughts	  of	  1949	  and	  1952	  produced	  the	  loss	  of	  10	  million	  tons	  of	  grains	  and	  only	  half	  of	  the	  planted	  area	  could	  be	  harvested,	  representing	  the	  lowest	  harvest	  in	  the	  Argentinean	  history.	  In	  response	  the	  government	  allowed	  overprices	  on	  the	  corn	  and	  other	  cereals,	  and	  the	  IAPI	  delivered	  subsidized	  seeds	  to	  the	  producers.	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government	   could	  make	   possible	   the	   economic	   and	   political	   changes	   that	   were	   considered	  needed	   (2005:	   404).	   But	   the	   maximum	   expression	   of	   the	   orthodox	   measures,	   the	  deindustrialization	  and	  the	  denial	  of	  the	  Kaldorian	  approach	  came	  with	  neoliberalism	  policies	  that	  started	  in	  the	  1976	  military	  coup	  and	  ended	  with	  the	  2001	  economic	  crisis.	  
3.3.	  The	  Neoliberalism,	  the	  Green	  Revolution	  in	  Argentina	  and	  the	  soybeans	  The	   last	   military	   government	   of	   Argentina	   (1976-­‐1983)	   left	   a	   catastrophic	   economic	  heritage:	  the	  country	  was	  in	  recession,	  the	  unemployment	  was	  growing,	  the	  inflation	  was	  over	  400%,	   the	   external	   debt	   was	   46,200	   million	   USDs	   (70%	   of	   the	   GDP)	   and	   there	   were	   no	  international	  reserves	  left.	  This	  situation	  was	  consequence	  of	  implementing	  economic	  hyper-­‐liberalization	   schemes,	   destroying	   the	   industry	   sector,	   maintaining	   high	   interest	   rates	   and	  opening	   the	   economy	   for	   importations.	   The	  high	   interest	   rates	   combined	  with	   a	  policy	   that	  fixed	  the	  inflation	  rate	  not	  only	  produced	  the	  enormous	  increases	  of	  the	  state	  debt	  to	  maintain	  the	   expected	   inflation,	   it	   also	   deviated	   industrial	   productive	   investments	   into	   speculative	  capital.	   The	   lack	   of	   protection	   of	   local	   products	   benefited	   the	   agricultural	   sector	   because	   it	  could	   remain	   competitive	   with	   the	   international	   prices	   attracting	   the	   few	   productive	  investments	   that	   still	   remained.	   The	   following	   democratic	   governments	   until	   the	   2001	  economic	   crisis	   continued	   with	   the	   neoliberal	   approach	   promoted	   by	   the	   governments	   of	  Ronald	  Reagan	  and	  Margaret	  Thatcher	  in	  the	  core	  countries.	  	  By	   late	   1980s	   and	   early	   1990s,	   a	   ‘rational’	   reform	   of	   the	   industrial	   promotion	   was	  implemented	   leaving	   extraordinary	   fiscal	   costs	   (Sawers	   et	   al,	   2001).	   It	   was	   followed	   by	  austerity	  measures	  that	  tried	  to	  create	  a	  secure	  atmosphere	  for	  foreign	  investments,	  claimed	  needed	  to	  promote	  industrialization	  and	  for	  favoring	  the	  farming	  sector.	  These	  reforms	  were	  important	   for	   the	   construction	   of	   the	   new	   soybean	   export	   model,	   and	   together	   with	  improvements	  in	  the	  international	  trade	  of	  food	  and	  other	  processed	  primary	  products	  during	  the	  last	  decade,	  it	  promoted	  the	  dynamic	  growth	  of	  the	  Argentine	  agribusiness	  sector.	  The	  Washington	  Consensus,	  with	  its	  mandatory	  lines	  of	  “Stabilize,	  Privatize	  and	  Liberalize”	  (Rodrik,	   2006),	   was	   contemporary	   with	   the	   Green	   Revolution	   and	   facilitated	   the	  mechanization	   of	   Argentinean	   farms	   by	   the	   import	   of	   the	   systems,	   organization	   and	  technology	  from	  the	  US	  that	  allowed	  huge	  increases	  in	  productivity	  without	  a	  significant	  land	  increase.	   This	   process	   allowed	   farms	   to	   benefit	   from	   economies	   of	   scale	   and	   reduce	   labor	  costs	  by	   the	   introduction	  of	  new	  machineries,	   technologies,	  pesticides	  and	  chemicals.	  While	  promoting	   mono-­‐crop	   production,	   the	   physiognomy,	   geography	   and	   economy	   of	   Argentina	  blurred	   the	   distinctions	   between	   agriculture	   and	   industry,	   as	   the	   former	   started	   imitating	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ways	   of	   production	   of	   the	   latter	   (see	   Chapter	   4),	   thanks	   to	   the	   three	   technological	  transformations	  that	  drove	  the	  process:	  the	  direct	  sowing	  or	  zero	  tillage	  practices,	  the	  double-­‐
cropped	  beans	  and	  the	  genetically	  modified	  (GM)	  crops.	  	  The	  direct	  sowing	  is	  characterized	  by	  the	  absence	  of	  tillage	  and	  consists	  in	  depositing	  the	  seed,	   the	   fertilizers	   and	   agro-­‐chemicals	   in	   a	   little	   hole	   that	   will	   be	   covered	   after	   without	  hindering	  the	  most	  fertile	  soil.	  The	  advantages	  of	  the	  direct	  sowing	  at	  the	  ecological	  level	  are	  that	   it	   reduces	   the	   hydric	   and	   wind	   erosion	   and	   preserves	   the	   water	   in	   the	   soil,	   which	   is	  protected	   under	   vegetable	  waste,	   there	   by	   improving	   the	   efficiency	   of	   the	   fertilizers11.	   The	  diffusion	  of	  the	  direct	  sowing,	  and	  the	  reduced	  use	  of	  tillage,	  enabled	  short	  rest	  periods	  and	  the	  introduction	  of	  	  ‘double	  crops’,	  meaning	  the	  double	  plantation	  during	  the	  same	  year.	  	  In	   1996,	   US	   scientists	   released	   the	   herbicide	   glyphosate	   resistant	   RR	   (Roundup	   Ready)	  bean	   that	   allowed	   the	   usage	   of	   big	   amounts	   of	   chemicals	   to	   eliminate	   weeds,	   improving	  production	  and	  reducing	  labor	  and	  other	  costs.	  By	  1998,	  the	  GM	  crop	  (i.e.	  the	  RR	  crop	  and	  the	  generic	   adaptations	   to	   the	   Argentinean	   soil	   and	   climate	   specifies)	   was	   present	   in	   57%	   of	  Argentinean	   soybean	   plantations,	   and	   by	   2002	   in	   almost	   90%	   of	   the	   total	   area	   planted12.	  Today,	  Argentina	  is	  the	  most	  intensive	  user	  of	  biotech	  seeds	  in	  the	  world,	  but	  the	  use	  of	  GM	  seeds	   and	   scale	   economies	   have	   serious	   environmental,	   social	   and	   health	   problems	   (see	  below).	   As	   groups	   like	  Greenpeace	   or	  Grupo	  Reflexión	  Rural	   pointed	   out,	  many	   forests	   have	  been	   cut	   and	   replaced	   with	   soybean	   plantations,	   and	   as	   we	   will	   see	   below	   this	   model	   of	  production	  empowered	  large-­‐scale	  farmers.	  	  As	  Figure	  1	  shows,	  the	  historic	  growth	  of	  soybeans	  in	  Argentina	  started	  in	  1977	  when	  the	  first	   million	   tons	   of	   soybean	   production	   were	   surpassed	   and	   from	   then	   the	   expansion	   of	  soybeans	   never	   stopped.	   The	   introduction	   of	   GM	   crops	   in	   1997	   produced	   faster	   growth	  reaching	  52MMT	  in	  2010	  (13%	  average	  growth	  per	  year).	  	  	  
 
 
 
 
 
 
 	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  11	  Today	  25	  million	  hectares,	  with	  mainly	  soybean	  crops,	  that	  represents	  90%	  of	  the	  total	  planted	  area	  uses	  this	  technic.	  This	  makes	  Argentina	  the	  country	  with	  the	  mayor	  diffusion	  of	  this	  technology	  (Cohan,	  2011).	  12	  Unlike	  other	  producing	  countries	  as	  the	  US,	  EU	  or	  most	  of	  Asian	  countries,	  Argentina’s	  crop	  production	  is	  rain	  fed,	  what	  makes	  it	  less	  input	  intensive,	  and	  it	  relies	  very	  much	  on	  genetics	  to	  improve	  productivity	  at	  low	  costs	  of	  production.	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Figure 1. Area harvested and production of soybean in Argentina from 1977 to 2012. 
Area in million of hectares; production in millions of tones. 
 Source:	  USDA.	  	  	   This	   growth	   was	   possible	   due	   to	   an	   international	   increase	   in	   the	   demand	   of	   oil	   crops	  thanks	   to	   the	   emergence	   of	   biofuels	   and	   the	   high	   prices	   of	   conventional	   oil.	   These	   factors,	  together	   with	   the	   technological	   innovations	   described,	   made	   oil	   crops	   more	   dynamic	   than	  cereals	  during	  the	  last	  5	  decades13.	  	  The	   relevance	   of	   the	   inputs	   used	   (i.e.	   seeds,	   fertilizers,	   on	   farm	   services	   and	  agrochemicals)	   and	   the	   role	   of	   input	   providers	   (that	   give	   technical,	   administrative	   and	  accountable	   assistance)	   have	   spread	   and	   they	   were	   key	   elements	   for	   innovation	   and	  competitiveness.	   The	   1990s’	   reduction	   in	   public	   expenditure	   shifted	   the	   dynamics	   of	  innovations	  from	  the	  public	  to	  the	  private	  sector,	  and	  even	  so	  the	  R&D	  investment	  achieved	  innovations	  (especially	  in	  the	  seed	  and	  chemical	  industries)	  that	  multiplied	  the	  growth	  of	  the	  sector.	  This	  increase	  in	  actors	  involved	  in	  production	  and	  innovation	  of	  the	  soybean	  industry	  reflects	  the	  observations	  developed	  2	  by	  Marin	  et	  al	  (2009)	  in	  Chapter.	  The	   de-­‐regulation	   policies,	   the	   privatization	   of	   ports	   and	   energy	   sector	   and	   the	  reorganization	   of	   the	   seed	   sector	   during	   the	   1990s	   had	   a	   strong	   impact	   on	   the	   agricultural	  sector	   (Newell,	   2009).	   The	   neoliberal	   reforms	   eliminated	   the	   export	   taxes	   on	   grains	   and	  oilseeds,	  reduced	  import	  taxes	  on	  fertilizers	  and	  other	  chemicals,	  eliminated	  import	  bans,	  and	  improved	  the	  climate	  for	  foreign	  and	  local	  investment	  in	  the	  oil	  and	  gas	  sector,	  which	  resulted	  in	   joint	   investments	   in	   large	   fertilizer	   plants.	   These	  measures	   together	  with	   the	   GM	   seeds,	  promoted	  fertilizer	  usage	  and	  impelled	  the	  local	  production	  of	  them.	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  13	  Comparing	  the	  values	  of	  1961	  to	  the	  values	  of	  2010	  the	  area	  harvested	  of	  cereals	  have	  decreased	  -­‐9%,	  while	  the	  oil	  crops	  area	  increased	  +747%	  (FAOstats).	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The	  openness	  for	  imports	  facilitated	  new	  international	  firms	  to	  bring	  new	  machinery,	  that	  increased	  the	  size	  of	  the	  tractors,	  harvesters	  and	  sprayers,	  promoted	  the	  massive	  use	  of	  no-­‐till	  equipment,	   computed	   controlling	   systems	   to	   implement	   precision	   agriculture	   and	   the	   use	  plastic	  bag	  silos.	  These	  technological	  developments	  were	  key	  for	  Argentina’s	  competitiveness	  and	  production	  growth.	  	  However,	   these	   transformations	   while	   increasing	   productivity	   and	   reducing	   costs,	   also	  favored	  the	  concentration	  of	  the	  farming	  sector.	  The	  National	  Statistics	  service	  (INDEC)	  show	  that	  between	  1988	  and	  2008	  the	  number	  of	  farm	  units	  was	  reduced	  from	  421,000	  to	  274,000	  and	   the	   average	   size	   increased	   from	   421	   to	   560	   hectares14.	   Further,	   if	   one	   compares	   the	  situation	   in	   1952	   and	   2008,	   the	   number	   of	   farms	   was	   reduced	   by	   half	   and	   the	   number	   of	  hectares	  per	  unit	  almost	  doubled,	  showing	  a	  strong	  concentration	  process.	  	  While	   booming	   agricultural	   productivity,	   the	   neoliberal	   reform,	   as	  well	   as	   the	   previous	  developmental	   strategies,	   favored	   scale	   economies	   and	   unprotected	   the	   small	   farmers.	   To	  remain	  competitive	  production	  wise,	  the	  farmers	  were	  forced	  to	  join	  together	  in	  economies	  of	  scale,	  pushing	  many	  farmers	  to	  rent	  all	  or	  part	  of	  their	  farms,	  loosing	  a	  big	  part	  of	  the	  rents	  of	  production15.	   In	   this	   sense,	   the	   reforms	   implemented	   in	   the	   last	   twenty	   years	   implied	   the	  reorganization	  of	  the	  production	  model	  and	  the	  replacement	  of	  the	  traditional	  farming	  system	  to	   a	  model	  based	  on	  networks,	  where	   the	   components	   interlink	  not	  only	   vertically	  but	   also	  horizontally16	  (i.e.	  what	  Marin	  et	  al	   (2009)	  describes	  –	  see	  Chapter	  2).	  To	  survive	   farms	  not	  only	  require	  growing	  in	  size	  (joining	  sowing	  pools),	  they	  were	  also	  required	  to	  upgrade	  their	  technologies	  and	  knowledge,	  making	  essential	  the	  management	  of	  networks.	  	  But	   a	   growing	   consciousness	   among	   producers	   and	   consumers	   opened	   the	   opportunity	  for	   the	   development	   of	   traditional	   farming,	   and	   the	   certification	   innovation	   allowed	   the	  differentiation	  and	  the	  increase	  of	  rents	  necessary	  by	  farmers	  to	  survive.	  But	  as	  we	  will	  see,	  the	  organization	  and	  empowerment	  of	  small	  farmers	  become	  a	  fundamental	  ingredient	  for	  the	  success	  of	  organic	  farming	  experiences.	  In	  2010,	  Argentina	  was	  the	  largest	  exporter	  of	  soybean	  oil	  and	  meal	  (50%	  and	  49%	  share	  of	  global	  exports	  respectively),	  and	  the	  third	  largest	  exporter	  of	  soya	  beans	  with	  10%	  share	  of	  the	   global	   market.	   The	   soybeans	   complex	   was	   by	   far	   the	   single	   mayor	   contributor	   to	   the	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  14	  Data	  from	  the	  National	  Agriculture	  Census.	  INDEC.	  Available	  in:	  www.indec.gov.ar	  	  15	  Newell	  (2009)	  provide	  evidence	  were	  farmers	  had	  been	  forced	  to	  rent	  or	  sell	  their	  land	  to	  big	  pools	  or	  companies	  by	  private	  military	  groups.	  16	  This	  networks	  include	  services	  providers	  to	  plan	  production	  to	  make	  it	  more	  profitable,	  and	  tillage,	  fertilization,	  fumigation	  or	  harvest	  companies	  but	  also	  R&D	  researchers,	  universities,	  finance	  and	  commodity	  brokers,	  government	  agencies,	  and	  others.	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Argentinean	   balance	   of	   payments	   achieving	   17,317	  million	   USDs	   or	   25%	   share	   of	   the	   total	  value	  exported	  in	  201017.	  Because	  the	  industrial	  production	  could	  never	  take	  off	  and	  become	  competitive,	   Argentina’s	   exports	   of	   primary	   products	   and	  manufactured	   primary	   products,	  still	   in	   2010,	   represented	   55%	   of	   the	   total	   exported.	   The	   rest	   was	   composed	   by	   industrial	  origin	  manufactured	  goods	  (35%)	  and	  fuels	  and	  energy	  (10%).	  Accordingly,	   the	   soybean	   chain	   contribution	   reached	  USD	   22.4	   thousand	  million	   in	   that	  same	  year,	  with	  a	  value	  added	  of	  USD	  19.3	  thousand	  million	  equivalent	  to	  5.3%	  of	  the	  GDP	  of	  that	  year.	  The	  tax	  collected	  estimated	  for	  that	  year	  reached	  USD	  9.2	  thousand	  million	  (Cohan,	  2011).	   This	   tax	   collection	   is	   a	   fundamental	   tool	   for	   transferring	   capital	   between	   sectors,	  allowing	   the	   possibility	   of	   encouragement	   of	   a	   Kaldorian	   strategy,	   as	   these	   revenues	   could	  support	   sectors	   that	   require	   more	   than	   preferential	   taxes.	   These	   incomes	   can	   be	   used	   to	  develop	  new	  competitive	  advantages	  that	  can	  make	  new	  sectors	  emerge,	  bringing	  wealth.	  	  The	  urgency	  for	  the	  development	  of	  new	  sectors	  in	  the	  economy	  comes	  from	  the	  fact	  that	  soybean	  exports	  will	  eventually	  tapper	  off,	  just	  as	  wool	  exports	  did	  in	  the	  1900s,	  livestock	  did	  in	   1930s,	   and	  wheat	   and	   corn	  did	   in	   the	   post	  war	   period.	   The	  pursuit	   of	   Ricardian	   exports	  have	   always	   been	   present	   in	   the	   Argentinean	   history,	   and	   all	   of	   them	   brought	   wealth	   and	  prosperity	   to	   the	  country,	  although	  that	  wealth	  was	  better	  distributed	   in	  some	  periods	  than	  others.	   	   Even	   though	   the	   ISI	   tried	   to	   promote	   structural	   transformation,	   it	   has	   not	   been	  successful	   in	   creating	   other	   sector’s	   international	   competitiveness.	   But	   it	   is	   important	   to	  remember	  that	  the	  ISI	  made	  the	  first	  investments	  of	  the	  soybean	  industry,	  facilitating	  part	  of	  the	  infrastructure	  of	  today’s	  plants,	  revalorizing	  the	  importance	  of	  a	  Kaldorian	  approach.	  	  As	   it	   has	   been	   explained	   in	   the	   previous	   chapter,	   today	   challenges	   for	   development	  demand	  the	  creation	  of	   innovation	  networks	   in	  many	  sectors,	  and	  manufacturing	  goods	  can	  no	  longer	  ensure	  the	  stability	  and	  wealth	  that	  they	  did	  in	  the	  past.	  For	  that	  reason,	  the	  pursuit	  of	  high	  rent	  activities,	  that	  promote	  wealth	  redistributions	  and	  open	  innovation	  opportunities	  become	  essential	  in	  the	  search	  for	  structural	  transformation,	  reducing	  poverty	  and	  promoting	  growth.	  Organic	  is	  a	  sector	  that	  has	  been	  growing	  enormously	  in	  the	  last	  decades	  and	  can	  be	  one	  of	  those	  sectors	  that	  can	  transform	  Argentina’s	  economy	  and	  agricultural	  structure.	  While	  the	  soybean	  value	  chain	  employed	  287	  thousand	  people	  in	  2003	  (Llach,	  2004),	  the	  promotion	  of	  organic	  production	  can	  employ	  many	  more,	  not	  only	  because	  it	  demands	  more	  labor	  in	  the	  farming	   production	   but	   also	   because	   its	   approach	   may	   involve	   the	   production	   of	   a	   wider	  range	   of	   products,	   wider	   market	   possibilities,	   with	   more	   innovation	   and	   more	   processing	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  17	  See	  INDEC,	  “Exportaciones	  segun	  complejos	  exportadores”,	  available	  in	  http://www.indec.gob.ar/	  (last	  check	  4/10/2013).	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possibilities.	  
Chapter	  4:	  Emergence,	  size	  and	  implications	  of	  the	  organic	  food	  
market	  The	  main	  objective	  of	  this	  chapter	  is	  to	  analyze	  how	  much	  of	  a	  development	  opportunity	  the	   global	   organic	   market	   provides.	   The	   emergence	   of	   the	   organic	   food	   paradigm	   and	   the	  flourishing	   of	   environmental	   and	   social	   concerns	   are	   analyzed,	  with	   the	   intention	   to	   assess	  how	   they	   contribute	   to	   the	   enlargement	   of	   organic	   sales,	   and	   to	   understand	   which	  technological	   changes	   that	   it	   entails.	   Afterwards,	   the	   analysis	   of	   the	   organic	   market	   is	  provided,	   and	   the	   global	   distribution	   of	   consumers	   and	   producers	   is	   given,	   describing	   the	  main	  organic	  food	  markets	  and	  contextualizing	  them	  into	  the	  changing	  global	  processes.	  The	  analysis	  of	  the	  emergence	  of	  the	  organic	  market	  and	  the	  global	  division	  of	   labor	  are	  also	   necessary	   in	   order	   to	   understand	   the	   needs	   of	   the	   sector	   and	   thus	   to	   evaluate	   the	  possibilities	   of	   Argentina	   to	   significantly	   increase	   its	   participation	   in	   it.	   This	   chapter	   also	  analyzes	   the	   significance	   and	   implication	   of	   producing	   organic	   goods,	   the	   international	  certification	   demanded	   and	   the	   benefits	   that	   the	   organic	  methods	   entail	   for	   producers	   and	  states.	  These	  will	  contribute	  to	  understand	  the	  requirements,	  implications	  and	  consequences	  of	  participating	  in	  the	  current	  international	  system	  of	  organic	  trade.	  The	  emergence	  of	   the	   ‘corporate-­‐environmental	   food	  regime’	  changed	  the	  role	  of	  grades	  and	   standards	   from	   homogenizing	   commodities	   to	   differentiating	   production	   in	   order	   to	  respond	   to	   consumer	   demands	   on	   food	   safety	   and	   environmental	   concerns.	   The	   organic	  certification	  was	  revalorized	  with	  the	  intention	  to	  conciliate	  farm	  practices	  and	  demands.	  The	  certification	  tool	  can	  be	  considered	  ‘an	  unpleasant	  necessity’,	  because	  while	  it	  increases	  costs	  creating	  barriers	  to	  entry	  for	  small	  farmers,	  it	  allows	  exporting.	  Even	  so,	  the	  organic	  product	  differentiation	  brings	   advantages	   for	   small	   farmers	   that	   conventional	   practices	   do	  not	   offer	  (i.e.	  higher	  rents,	  diversification	  of	  production,	  learning	  rents,	  and	  others).	  	  Organic	  sales	  have	  had	  two	  decades	  of	  non-­‐stop	  growth.	  Since	  the	  hop	  on	  of	  US	  consumers	  on	  the	  health	  concerns	  wave,	   followed	  by	  the	   incorporation	  of	  organic	  production	   into	  their	  diet,	  organic	  sales	  sored.	  The	  speed	  with	  which	  these	  events	  occurred	  made	  it	  impossible	  for	  the	  country	  to	  self	  supply	  its	  internal	  demand	  of	  organic	  products	  opening	  the	  opportunity	  for	  developing	  countries	  to	   introduce	  their	  products.	  Driven	  by	  high	   income	  countries’	  demand,	  the	  organic	  agriculture	  sector	  is	  the	  one	  that	  has	  grown	  the	  most	  within	  the	  food	  industry	  in	  the	   last	   two	   decades,	   entailing	   greater	   economic,	   social	   and	   environmental	   benefits	   for	  farmers,	  consumers,	  companies	  and	  countries	  involved.	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4.1.	  The	  emergence	  of	  the	  ‘corporate-­‐environmental	  food	  regime’	  The	  food	  regime	  theory	  contributes	  to	  explain	  the	  strategic	  role	  of	  agriculture	  and	  food	  in	  the	  construction	  of	  the	  world’s	  capitalist	  economy.	  Friedmann	  (1993a)	  and	  McMichael	  (2009)	  argued	   that	   two	   food	  regimes18	  characterized	   the	  20th	   century.	  The	   first	   food	  regime	  (1870-­‐1930s),	   structured	   the	  world	  with	  a	  Ricardian	  perspective,	  dividing	   it	  between	  the	  core	  (i.e.	  UK)	  consumer	  of	  grains,	  livestock	  and	  tropical	  imports,	  and	  the	  periphery	  (i.e.	  the	  colonies	  or	  settler	  states	  as	  Argentina)	  that	  produced	  them	  with	  extensive	  production	  methods19.	  With	   a	   large	   landmass,	   different	   climates	   and	   a	   different	   historical	   path,	   that	   included	  large	   cheap	   labor	   available,	   the	   second	   food	   regime	   (1950s–70s)	   started	  when	   the	   US	  was	  able	  to	  produce	  and	  export	  their	  own	  cheap	  food	  and	  industrialized	  goods,	  re-­‐routing	  flows	  of	  food	  surpluses	  to	  its	  informal	  empire	  of	  postcolonial	  states	  on	  strategic	  perimeters	  of	  the	  Cold	  War	  (McMichael,	  2009).	  The	  consolidation	  of	  the	  US	  hegemony	  comprised	  a	  national	  model	  of	  development	  based	  on	  the	  industrialization	  of	  agriculture	  and	  technological	  innovations	  that	  allowed	  the	  development	  of	  processed	  ‘durable	  foods’,	  with	  ‘intensive	  accumulation’	  methods.	  Productivity	   rose	   while	   the	   physiognomy	   and	   economy	   of	   the	   world	   changed.	   The	   US	  encouraged	  international	  agribusiness	  with	  export	  credits	  and	  counterpart	  funds	  designed	  to	  universalize	   the	   American	   farming	   and	   dietary	  models.	   This	   process	  was	   supported	   by	   the	  Green	  Revolution	  that	  allowed	  spectacular	  yield	  increases.	  	  The	   Green	  Revolution	   consisted	   in	   a	   package	   of	   agricultural	   inputs	   (i.e.	   improved	   grain	  varieties,	   heavy	   fertilizers	   usage	   and	   carefully	   controlled	   irrigation)	   that	   increased	  substantially	  Third	  World	  agricultural	  yields.	  This	  technological	  package	  was	  first	  introduced	  in	   Mexico	   in	   1943,	   and	   by	   1951,	   it	   allowed	   to	   extend	   production	   areas	   to	   desert	   lands	  increasing	  the	  total	  production	  by	  the	  1960s.	  Shortly	  after,	  these	  technologies	  were	  exported	  to	   other	   parts	   of	   the	   developing	   world.	   The	   Green	   Revolution	   encouraged	   countries	   to	  commercialize	  surpluses	  and	  relate	  with	  the	  capitalist	  part	  of	  the	  world,	  while	  increasing	  their	  dependency	   to	   US	   inputs	   (i.e.	   mainly	   fertilizers,	   seeds	   and	   machinery).	   In	   Argentina,	   the	  internal	   political	   instability	   delayed	   the	   introduction	   of	   the	   Green	   Revolution	   technologies	  until	  late	  1970s,	  with	  the	  origins	  of	  the	  soybean	  (Saban,	  2012).	  ‘Developmental	   states’	   implemented	   a	   national	   agro-­‐industrialization	   model,	   which	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  18	  A	  food	  regime	  is	  identified	  by	  stable	  periods	  of	  capital	  accumulation	  associated	  with	  particular	  configurations	  of	  geopolitical	  power,	  which	  contained	  the	  division	  of	  labor	  between	  agricultural	  production	  and	  consumption	  within	  and	  across	  national	  states	  (McMichael,	  2009).	  19	  This	  division	  of	  labor	  served	  to	  the	  physical	  and	  climatological	  conditions	  of	  the	  hegemonic	  country	  that	  could	  not	  produce	  all	  the	  variety	  of	  goods	  that	  it	  wanted	  to	  consume.	  Also,	  cheap	  imported	  food	  allowed	  reducing	  labor	  costs	  in	  the	  core,	  appreciating	  the	  real	  value	  of	  their	  salaries.	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required	   economies	   of	   scale	   to	   be	   competitive.	   The	   new	   international	   division	   of	   labor	   in	  agriculture	  was	  built	  on	  transnational	  commodity	  complexes	  (Raynolds	  et	  al.	  1993),	  and	  the	  rhetoric	  of	   free	   trade	  condemned	  developing	  countries	   to	   search	   for	   industrialization	  based	  on	   their	   comparative	   advantage.	   The	   neoliberal	   world	   order	   allowed	   corporations	   to	  reorganize	  the	  politically	  constructed	  division	  of	  agricultural	  labor	  (Reardon	  et	  al,	  2006).	  R&D	  activities	  were	  mostly	  encouraged	  by	  transnational	  corporations,	   instead	  of	  being	  promoted	  by	  the	  state,	  showing	  the	  start	  of	  the	  ‘corporate	  food	  regime’	  (McMichael,	  2009).	  	  The	   international	   ‘animal	   protein	   complex’,	   in	   which	   Argentinean	   soybean	   strategy	   is	  immersed	  (Chapter	  2),	  was	  favored	  with	  the	  emergence	  of	  new	  consumer	  markets	  (e.g.	  China),	  that	   put	   pressure	   on	   prices,	   favoring	   scale	   economies,	   and	   integrating	   small	   farmers	   into	  tenuous	   contract	   relations	   or	   leaving	   them	   out	   of	   business.	   But	   this	   model	   represents	  fundamental	   social	   and	   ecological	   threats.	   In	   response,	   a	   ‘corporate-­‐environmental	   food	  regime’	  is	  emerging	  (Friedmann,	  2005).	  A	   series	   of	   food	   scandals	   (e.g.	   dioxins,	   BSE	   or	   ‘mad	   cow’	   disease,	   pesticides	   residues,	  cyclosporine	   contamination	   in	   raspberries,	   salmonella	   in	   eggs,	   contamination	   of	   dairy	  products,	   among	   others)	   moved	   up	   the	   food	   safety	   issue	   in	   the	   agenda	   of	   core	   countries.	  These	   scandals	   have	   led	   to	   a	   crisis	   in	   consumer	   confidence	   that	   governments	   and	   food	  companies	  have	  struggled	  to	  address.	  Governments	  and	  private	  sector	  companies	  reacted	  by	  pushing	  standards,	  that	  seek	  control	  over	  processes	  rather	  than	  products,	  the	  maintenance	  of	  identity	  and	  traceability,	  and	  a	  whole	  chain	  control20	  (Humphrey,	  2007:	  577).	  	  Reardon	  et	   al	   (2006)	  noted	   that	   the	   concentration	  and	  multi-­‐nationalization	  of	   the	   food	  industry	   into	   the	   corporate	   food-­‐regime,	   has	   been	   happening	   for	   decades	   in	   the	   developed	  world,	  and	  it	  is	  rapidly	  spreading	  in	  the	  emerging	  regions21.	  Competition	  among	  retailers	  and	  the	  need	  to	  maintain	  their	  brand	  image	  has	  forced	  them	  to	  have	  more	  direct	  control	  over	  food	  safety,	   labor	   and	   environment	   standards,	   encouraging	   product	   differentiation	   (e.g.	   organic	  labeling,	   fair-­‐trade,	   environment-­‐friendly	  products,	   and	  others).	  This	  was	   translated	   into	   an	  increase	  of	  supply-­‐chain	  concentration	  in	  response	  to	  the	  needs	  of	  greater	  information	  flow22,	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  20	  Some	  examples	  are:	  EUREPGAP	  for	  horticulture,	  the	  British	  Retail	  Consortium	  standards	  of	  food	  processing	  plants,	  Safe	  Quality	  Food,	  among	  others.	  21	  Retailers’	  concentration	  in	  Europe	  showed	  that	  the	  largest	  food	  chains	  share	  of	  total	  retail	  food	  turnover	  increased	  from	  13%	  in	  1990	  to	  26%	  in	  2000,	  while	  in	  the	  US	  the	  top	  five	  retailers	  increased	  their	  share	  from	  27%	  in	  1992	  to	  43%	  in	  2000	  (Humphrey,	  2007),	  this	  tendency	  is	  also	  happening	  in	  the	  developing	  world	  (Reardon,	  2004;	  Joyce,	  2003;	  and	  others).	  22	  Although	  these	  changes	  did	  not	  mean	  increasing	  vertical	  coordination,	  the	  increases	  of	  ‘buyer-­‐driven’	  chains	  were	  characterized	  by	  ‘hands-­‐off’	  forms	  of	  coordination	  between	  firms,	  supported	  by	  the	  widespread	  of	  standards	  and	  certifications	  that	  allows	  information	  flows	  (Ponte	  et	  al,	  2005).	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which	  represented	  great	  challenges	  for	  the	  food	  systems	  of	  developing	  countries	  (Humphrey,	  2007;	  Ponte	  et	  al,	  2005).	  	  While	  in	  the	  mass	  production	  regime,	  grades	  and	  standards	  were	  used	  to	  homogenize	  and	  standardize	   commodities,	   the	   new	   standards	   propelled	   the	   differentiation	   of	   markets	   and	  served	   as	   a	   tool	   for	  market	   penetration,	   system	   coordination,	   quality	   and	   safety	   assurance,	  brand	  complementation,	  and	  product	  niche	  definition23	  (Reardon	  et	  al,	  2001;	  Giovannucci	  and	  Reardon,	  2000;	  Reardon	  et	  al,	  2006).	  However	   the	  rise	  of	   this	   ‘green	  capitalism’	  brings	  new	  tensions	  between	  states,	   firms,	  social	  movements	  and	  citizens	  (Friedmann,	  2005).	  Chapter	  5	  gives	   special	   attention	   to	   the	   way	   that	   these	   relations	   shape	   the	   organic	   production	   in	  Argentina.	  These	   transformations	   in	   the	   food	   regime	   caused	   the	   organic	   market	   changed	   from	  informal	  uncoordinated	   local	  networks	  of	  producers	  and	  consumers,	   to	  a	   formally	  regulated	  system	  of	  global	  trade,	  linking	  distant	  sites	  of	  production	  and	  consumption	  (Raynolds,	  2004).	  Thanks	  to	  the	  development	  of	  faster	  and	  cheaper	  transportations	  and	  the	  ICTs	  revolution	  (see	  Chapter	   2),	   the	   structured	   South-­‐North	   (periphery-­‐core)	   order	   of	   traded	   primary	   goods	  expanded	  its	  horizon	  incorporating	  smaller	  local	  producers	  (who	  could	  achieve	  the	  standards	  and	  volumes	  demanded)	  into	  global	  trade.	  This	  offers	  opportunities	  for	  the	  inclusion	  of	  small	  farmers	   into	   export	   chains,	   opening	   the	   opportunity	   to	   build	   a	   development	   strategy	   that	  includes	  small	  farmers.	  Although	   grades	   and	   standards	   can	   build	   entry	   barriers,	   they	   can	   also	   contribute	   to	  upgrading	  and	  adding	  value	  to	  export	  products	  from	  developing	  countries	  (Giovannucci	  et	  al,	  2005),	  while	  reverting	  the	  industrialization	  and	  commoditization	  of	  agriculture	  that	  changed	  the	   physiognomy	   of	   several	   parts	   of	   the	   world.	   In	   this	   new	   paradigm,	   organic	   standards	  benefit	   consumers	   by	   ensuring	   their	   safety	   demands,	   and	   producers	   by	   allowing	   product	  differentiation,	  market	  segmentation	  and	  higher	  rents.	  The	   implications	  and	   the	   importance	  of	   the	   organic	   certification	   are	   analyzed	   below	   together	   with	   the	   organic	   market	   and	   the	  advantages	  that	  it	  offers.	  
	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  23	  The	  classifications	  ‘commodity’	  or	  ‘niche-­‐market	  product’	  are	  temporary	  because	  the	  circle	  of	  innovation	  and	  the	  creation	  of	  a	  niche	  market	  is	  followed	  by	  the	  increasing	  competition	  attracted	  by	  the	  super-­‐rents,	  that	  forces	  falling	  costs	  and	  prices,	  narrowing	  the	  rents	  and	  expanding	  the	  offer	  transforming	  the	  product	  into	  a	  commodity.	  Then,	  the	  differentiation	  process	  creates	  a	  series	  of	  niche	  markets	  that	  ends	  up	  in	  starting	  the	  cycle	  again	  (Reardon	  et	  al,	  2006).	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4.2	  The	  organic	  market’s	  global	  distribution	  The	  research	  and	  regulation	  of	  organic	  agriculture	  started	  in	  the	  developed	  countries	  (i.e.	  North	   America,	   EU	   and	   Japan).	   In	   the	   beginning,	   personal	   trust	   based	   on	   social	   and	  geographical	  proximity	   to	  production	  made	  control	  over	   the	  market	  unnecessary,	  but	  when	  trade	  increased,	  regulation	  was	  needed.	  In	  1972,	  the	  governments	  of	  the	  UK,	  France,	  Sweden,	  South	   Africa	   and	   the	   US	   founded	   the	   International	   Federation	   of	   Organic	   Agriculture	  Movements	   (IFOAM)	   and	   defined	   organic	   agriculture	   based	   on	   farm	   practices	   that	   used	  natural	   methods,	   promoted	   the	   protection	   of	   the	   environment,	   and	   rejected	   synthetic	  chemical	   fertilizers,	   pesticides,	   and	   pharmaceuticals.	   The	   expansion	   of	   organic	   producer	  countries	   and	   their	   interest	   to	   commercialize	   their	   products	   increased	   IFOAM	   country	  members	  to	  120	  in	  2013.	  The	  formal	  definition	  of	  organic,	  achieved	  in	  2007,	  stated:	  
“Organic	  agriculture	  is	  a	  production	  system	  that	  sustains	  the	  health	  of	  soils,	  ecosystems	  
and	   people.	   It	   relies	   on	   ecological	   processes,	   biodiversity	   and	   cycles	   adapted	   to	   local	  
conditions,	   rather	   than	   the	   use	   of	   inputs	   with	   adverse	   effects.	   Organic	   agriculture	  
combines	   tradition,	   innovation	   and	   science	   to	   benefit	   the	   shared	   environment	   and	  
promote	  fair	  relationships	  and	  a	  good	  quality	  of	  life	  for	  all	  involved.”	  (IFOAM,	  2007)24	  
	  Although	  most	   consumers	   choose	  organic	   for	  health	   reasons,	   the	  healthy	   characteristics	  are	  not	  part	  of	  its	  definition.	  There	  is	  a	  general	  conception	  that	  “…organic	  is	  based	  on	  minimal	  
use	  of	  off-­‐farm	  inputs	  and	  on	  management	  practices	  that	  seeks	  to	  restore,	  maintain	  and	  enhance	  
ecological	   harmony”	   (Giovannucci	   et	   al,	   2005:	   287).	   Although	   the	   definition	   of	   organic	  agriculture	  not	  only	  implies	  the	  non-­‐chemical	  or	  pesticides	  use	  in	  production,	  it	  also	  refers	  to	  other	   environmental,	   sustainability	   and	   social	   implications	   in	   the	   creation	   and	  commercialization	  of	  organic	  products.	  However,	  these	  characteristics	  are	  not	  a	  requirement	  of	   the	   accredited	   certifier	   agencies	   when	   monitoring	   production,	   processing	   and	   handling	  (Raynolds,	   2004),	   making	   the	   chemical-­‐free	   and	   the	   environmental	   protection	   the	   only	  controlled	   features.	  This	   is	   a	   fundamental	  point	   for	   answering	   the	   research	  question	  of	   this	  thesis	  as	  the	  organic	  practices	  do	  not	  imply	  determined	  social	  relations,	  in	  the	  sense	  that	  the	  certification	  does	  not	  seek	  validating	   fair-­‐trade	  characteristics.	  Also,	   it	   is	  valid	   to	  notice	   that	  certified	   farmers	   are	   not	   necessarily	   small	   farmers,	   and	   the	   organic	   certification	   does	   not	  imply	  improving	  small	  farmers	  conditions.	  	  
	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  24	  Available	  on	  http://www.ifoam.org/growing_organic/definitions/doa/index.html	  -­‐	  last	  check	  11/13/2012.	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Obtaining	   basic	   organic	   standards	   implies:	   1-­‐2	   years	   of	   land	   rest	   for	   conversion	   before	  starting	  the	  production	  cycle;	  organic	  certification	  and	  monitoring	  (initial	  inspection	  followed	  by	   annual	   visits	   to	   each	   farm	  unit);	   documentation	   (register	   of	   input	   use	   and	   yields);	   input	  control	   (chemically	   untreated	   and	   no-­‐GMOs);	   the	   use	   of	   organic	   soil	   enhancing	   processes	  (synthetic	   fertilizers	   are	   forbidden);	   only	   the	   use	   of	   reglamented	   synthetic	   herbicides,	  fungicides	   and	  pesticides	   is	   allowed;	   the	   livestock´s	   feed	  must	   be	   100%	  organic,	   antibiotics	  are	   forbidden,	   and	   there	   are	   some	   restrictions	   on	   animal	   concentrations;	   custody	   over	  transport	  and	  handling	  must	  be	  maintained	  to	  avert	  co-­‐mingling	  with	  non-­‐organic	  products;	  processing	  irradiation	  and	  synthetic	  additives	  are	  forbidden	  (except	  for	  some	  that	  are	  listed);	  and	  products	  labeled	  as	  organic	  must	  have	  at	  least	  95%	  organic	  inputs25.	  	  Certified	   organic	   food	   and	   drinks	   allow	   producers	   to	   enhance	   higher	   rents	   for	   sold	  products.	  Although	  it	  is	  unnecessary	  if	  producers	  seek	  to	  sell	  locally	  and	  consumers	  trust	  their	  farm	   practices,	   certification	   becomes	   essential	   for	   exporting	   (Raynolds,	   2004).	   The	  certification	   appeared	   when	   markets	   expanded,	   the	   competition	   increased	   and	   new	  differentiated	  products	  emerged,	  making	   it	  necessary	   to	  unify	  criteria	   to	  provide	  credibility.	  The	  formality	  and	  regularization	  of	  the	  organic	  characteristics	  have	  an	  important	  role	  for	  the	  demand	  side,	  as	   they	  contribute	   to	  corporate	  control	  over	  chains	  and	  provide	  credence	  and	  homogeneity	  to	  the	  processes.	  At	  the	  same	  time,	  labeling	  facilitates	  the	  control	  over	  suppliers	  and	  their	  participation	  in	  mainstream	  markets	  (Raynolds,	  2004).	  For	  being	  one	  of	  the	  first	  new	  standards26,	  the	  organic	  certification	  methods	  vary	  greatly	  among	   different	   countries;	   from	   NGOs	   that	   control	   farmers	   and	   producers	   (e.g.	   India)	   to	  participatory	   systems	   (e.g.	   Brazil	   or	   France).	   International	   trade	   puts	   pressure	   on	   the	  regulatory	  systems	  of	  organic	  standards,	  while	  buyer	  countries	  (i.e.	  UE,	  US	  and	  Japan)	  impose	  particular	   certification	   methods	   for	   their	   imports,	   exemplifying	   the	   increasing	   tendency	   of	  buyer-­‐driven	  value	  chains	  (Ponte	  et	  al,	  2005;	  Dolan	  et	  al,	  2000;	  Gibbon,	  2001a,	  2001b;	  Ponte,	  2002;	  Raynolds,	  2004).	  One	  of	  the	  best-­‐accepted	  certification	  methods	  is	  through	  third	  party	  certifiers	   that	   control	   production	   and	   are	   controlled	   by	   the	   state	   (i.e.	   Argentina).	   But	   as	  Giovannucci,	   &	   Ponte	   argued,	   “…	   the	   current	   verification	   systems	   are	   nevertheless	   less	   than	  
ideal.	  Rarely	  are	  developing	   country	  producers	  active	  participants	   in	   the	   setting	  of	   standards”	  (2005:	  291).	  Reardon	  et	  al	  noted	   that	  within	  developing	  countries,	  poor	  producers	  often	  do	  not	   participate	   in	   the	   negotiations	   of	   the	   domestic	   requirements	   of	   the	   standards	   because	  they	  usually	  have	   little	  bargain	  power	   if	   they	  do	  not	   form	  part	  of	   the	  exporters	  associations	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  25	  Information	  from	  ifoam.org	  (last	  check	  04/28/2013).	  26	  Countries	  as	  France,	  Denmark	  and	  some	  states	  of	  the	  US	  started	  regulating	  organic	  in	  the	  1980s.	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(2001:	  429)	  (i.e.	  the	  Argentinean	  case,	  see	  Chapter	  6).	  Nonetheless,	   is	   it	   economically	   viable	   for	   producers	   to	   convert	   to	   organic	   production?	  Although	   certification	   costs	   can	  be	  very	   low,	   a	  poor	  planning	  of	  production	  or	   geographical	  conditions	   can	   increase	   them	   making	   it	   very	   expensive	   for	   small	   farmers 27 .	   Organic	  certification	  creates	  a	  barrier	  to	  entry	  for	  farmers	  (especially	  for	  the	  poorest),	  which	  together	  with	   additional	   costs	   and	   increases	   in	   the	   learning	   curve	   demanded,	   discourages	   farmers	  conversion	  to	  organic.	  In	   general	   terms,	   organic	   farming	   offers	   large	   business	   opportunities	   that	   justify	  conversion.	  Organic	  agriculture	  is	  the	  sector	  that	  has	  grown	  the	  most	  within	  the	  food	  industry.	  Organic	   food	   sales	   have	   grown	   between	   18%	   and	   25%	   in	   the	   last	   15	   years,	   reaching	   44.4	  billion	   euros	   in	  2012,	  more	   than	  doubling	   in	   value	   from	   the	  19.2	  billion	   euros	   of	   2003	   and	  quadrupling	  the	  11.6	  billion	  of	  199928.	  	  Because	  certified	  organic	  products	  are	   luxury	  goods,	  consumption	  is	  concentrated	  in	  the	  developed	   countries,	   reproducing	   the	   traditional	   core-­‐periphery	   division	   of	   labor	   of	   past	  centuries.	   Europe	   and	   North	   America	   together	   consume	   97%	   of	   the	   global	   sales.	   Asia	   and	  Latin	  America	  are	  important	  producers	  and	  exporters	  of	  organic	  food,	  but	  their	  consumption	  levels	   (even	   though	   growing	   in	   recent	   years)	   are	   still	   quite	   small.	   The	   four	   major	   organic	  consumer	  countries	  and	  the	  major	  regional	  markets	  are	  shown	  in	  Table	  1.	  
Table	  1.	  Biggest	  consumer	  countries	  and	  regions	  in	  2010	  
Country / 
Region 
Estimated retail 
sales 2008 (in billion 
Euros) 
Annual growth 
rate of retail 
sales (%) 
Regional Share 
(%) 
World Share (%) 
US 20.155 13 91.4 45 
Germany 6.02 3.8 30.5 14 
France 3.5 11.6 17.8 8 
UK 2.0 -3.15 10.1 4 
EU 19.714 7.67 - 44 
North America 
(US + Canada) 
22.059 15.4 - 50 Source:	  FiBL	  Survey,	  in	  cooperation	  IFOAM	  and,	  for	  European	  data,	  with	  AMI	  and	  ORC.	  	  The	  highest	  growth	  is	  occurring	  in	  North	  America,	  with	  over	  two	  decades	  of	  double-­‐digit	  increase	   pushed	   by	   the	   US	   that	   has	   the	   largest	   national	  market	   for	   organic	   products.	   Even	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  27	  This	  has	  been	  the	  case	  of	  the	  only	  certified	  producer	  of	  organic	  eggs	  in	  Argentina	  that	  in	  2006	  abandoned	  the	  certification	  because	  he	  could	  not	  afford	  the	  costs	  of	  transporting	  organic	  corn	  for	  feeding	  the	  hens.	  The	  corn	  had	  to	  be	  transported	  in	  boat	  and	  trunks	  causing	  certification	  costs	  every	  time	  it	  changed	  of	  conveyance	  (Virreira,	  1/19/2013).	  	  28	  Source:	  FiBL-­‐IFOAM-­‐Survey	  2012,	  based	  on	  data	  from	  governments,	  the	  private	  sector,	  and	  certifiers.	  Available	  on:	  http://www.organic-­‐world.net/1690.html.	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though	  the	  financial	  crisis	  of	  2008	  has	  had	  a	  negative	  impact	  on	  the	  global	  market	  for	  organic	  products,	   reducing	   the	   purchasing	   power	   of	   consumers	   (specially	   in	   the	   UK)	   and	   reducing	  investments	  of	  developed	  countries,	  the	  organic	  market	  has	  continued	  to	  grow	  steadily.	  Even	  though	  between	  1995	  and	  2008	  the	  area	  destined	   to	  organic	  production	   in	   the	  EU	  and	  the	  US	  quadruplicated,	  their	  consumption	  of	  organic	  products	  demands	  more	  than	  what	  they	  can	  produce,	  encouraging	  organic	  production	  in	  developing	  countries.	  Canada	  and	  Japan	  also	  heavily	  rely	  on	  organic	  imports	  due	  to	  the	  small	  domestic	  production	  (Raynolds,	  2004).	  However,	  largest	  consumer	  countries	  considering	  volume	  are	  not	  the	  ones	  that	  have	  most	  adopted	   organic	   consumption	   habits.	   Table	   2	   shows	   the	   organic	   sales	   in	   major	   markets	  differentiating	   euros	   per	   person	   spent	   in	   organic	   product	   in	   2010.	   Switzerland,	   Denmark,	  Luxemburg	   and	   Austria	   are	   the	   only	   countries	   that	   spent	   over	   100	   euros	   per	   person	   on	  organic	  food,	  showing	  the	  still-­‐existing	  luxury	  characteristics	  of	  the	  organic	  products	  as	  these	  countries	  are	  well	  known	  for	  their	  solid	  economies,	  low	  population	  levels	  and	  the	  high	  levels	  of	   equality,	   education	   and	   living	   standards.	   On	   the	   other	   hand,	   the	   growing	   consumption	  tendency	   of	   the	   much	   more	   populated,	   countries	   as	   the	   US,	   Germany,	   Canada	   and	   France,	  mainly	  sustain	  the	  constant	  high	  growth	  rates	  of	  the	  sector.	  	  
Table	  2.	  Organic	  Sales	  in	  major	  markets	  in	  2010	  
Country Sales (€/person) Total sales (Million €) Share of the total sales (%) 
Switzerland 153 1,180 6 
Denmark 142 791 7 
Luxemburg 127 65  
Austria 118 986  
Germany 74 6,020 4 
US 65 20,155 3.5 - 4 
Canada 57 1,904  
France 55 3,516 2 
UK 32 2,000  
Japan 8 1,904  Source:	  FiBL,	  IFOAM	  	  Consumers	  who	  have	  higher	  education	  levels	  are	  more	  likely	  to	  buy	  organic	  products	  than	  the	   less-­‐educated	   (Haumann,	   2010:	   191).	   As	   the	   changing	   terms	   of	   trade	   develop,	   the	  emergence	   of	   new	   strong	   economies	   (i.e.	   China,	   Brazil,	   India	   and	   others)	   incremented	   the	  incomes,	  education	  and	  quality	  of	   life	  of	   large	  parts	  of	   the	  population	   in	   the	  global	  South.	   If	  this	  tendency	  continues,	  the	  emergence	  of	  new	  organic	  markets	  can	  be	  expected.	  Reardon	  et	  al	  (2006)	  noted	  that	  emerging	  countries’	  food	  markets	  of	  Asia,	  Latin	  America	  and	  Central	  and	  Eastern	   Europe	   are	   growing	   on	   average	   5	   times	   faster	   than	   the	   US	   and	   Western	   Europe	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markets,	  thanks	  mainly	  to	  the	  newly	  1	  billion	  middle	  class	  consumers29.	  But,	  until	  now	  these	  markets	  rarely	  imported	  large	  amounts	  of	  organic	  products.	  The	  analysis	  of	   the	  US	  domestic	  market	  shows	   that	  even	   though	  organic	  agriculture	  has	  become	   a	   substantial	   part	   of	   many	   rural	   areas,	   “US	   farmers	   have	   not	   converted	   farmland	  
rapidly	   enough	   to	   meet	   market	   demand”	   (Haumann,	   2010:	   190).	   Albeit	   the	   decline	   of	   the	  economy	  during	  2008,	  organic	  sales	  reflected	  a	  very	  strong	  growth	  (15.8%),	  and	  the	  “supply	  is	  
still	  a	   limiting	  factor	  to	  additional	  organic	  sales	  growth”	   (Haumann,	  2010:	  188).	   In	   response,	  the	  National	  Organic	  Program	  of	   the	  US	  received	   increased	   funding	  (6.97	  million	  USDs)	  and	  doubled	   its	  staff,	  and	  the	  Organic	  Transition	  Research	  Program	  received	  a	  major	   increase	  of	  funds	   (from	   1.8	   million	   to	   5	   million	   USDs)	   between	   2009-­‐2010	   (Haumann,	   2009),	   but	   the	  demand	  is	  still	  unmet	  encouraging	  to	  import	  half	  of	  the	  organic	  products	  globally	  traded.	  Europe	   imports	   the	   other	   half.	   Although	   some	   countries	   were	   still	   affected	   by	   2008	  economic	   crisis	   (i.e.	   UK,	   Ireland,	   Norway)	   lowering	   their	   organic	   consumption	   levels;	   other	  countries	   registered	   a	   greater	   increase	   of	   their	   organic	   markets	   in	   2010.	   Austria,	   Belgium,	  France,	  Italy	  and	  the	  Netherlands	  accounted	  more	  than	  10%	  of	  growth	  in	  2010	  (IFOAM,	  2012).	  Europe	  has	  the	  largest	  amount	  of	  organic	  food	  enterprises	  in	  the	  world	  and	  private	  labels	  are	  more	  present	  in	  their	  organic	  products	  (IFOAM,	  2012:	  124).	  The	  increasing	  control	  of	  organic	  markets	  by	  mainstream	  retailers30	  of	  the	  developed	  part	  of	  the	  world	  favors	  the	  position	  of	  big	  producers	  in	  Latin	  America	  as	  they	  can	  better	  comply	  with	  demands.	  Because	  organic	  food	  has	  been	  traded	  in	  the	  same	  way	  that	  conventional	  food	  (i.e.	   large	   continuous	   supplies	   of	   standardized	   goods),	   they	   also	   become	   affected	   by	   the	  economies	  of	  scale	  effect	  (Raynolds,	  2004).	  Small	  farmers	  that	  achieve	  to	  export	  also	  have	  to	  confront	  stronger	  control	   from	  buyers.	  Producer	  and	   farmer	  associations	  and	  state	  action	   is	  needed	  to	  promote	  and	  help	  small	  farmers	  to	  overcome	  these	  constraints	  and	  get	  involved	  in	  international	  organic	  trade.	  On	   the	   supply	   side,	   IFOAM	   statistics	   show	   that	   there	   are	   35	   million	   hectares	   of	  agricultural	   land	   managed	   organically	   by	   almost	   1.4	   million	   producers	   in	   the	   world.	   The	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  29	  Using	  packaged	  retail	  as	  example,	  national-­‐level	  sales	  are	  growing	  on	  average	  7%	  in	  upper-­‐middle	  income	  countries	  (e.g.	  Republic	  of	  Korea,	  Czech	  Republic,	  Hungary,	  Poland,	  Argentina,	  Brazil,	  Chile,	  Mexico,	  South	  Africa)	  and	  28%	  per	  year	  in	  lower-­‐middle	  income	  countries	  (China,	  Philippines,	  Thailand,	  Bulgaria,	  Russia,	  Colombia,	  most	  of	  North	  Africa	  and	  West	  Asia),	  while	  in	  high	  income	  countries	  the	  growing	  rate	  is	  2%	  (Reardon	  et	  al,	  2006:	  488).	  30	  Estimations	  claim	  that	  conventional	  supermarkets	  control	  90%	  of	  Denmark,	  74%	  of	  UK,	  57%	  of	  Switzerland,	  38%	  of	  France	  and	  31%	  of	  US	  markets,	  while	  special	  stores	  control	  96%	  in	  the	  Netherlands,	  62%	  in	  the	  US,	  60%	  in	  Italy	  and	  46%	  in	  Germany	  and	  France	  (Hamm	  and	  Michaelsen,	  2000,	  cited	  in	  Raynolds,	  2004).	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regions	   with	   the	   largest	   organically	   managed	   agricultural	   areas	   are	   Oceania	   (12.1	   million	  hectares),	  Europe	  (8.2	  million),	  and	  Latin	  America	  (8.1	  million).	  Country	  wise	  Australia	  leads	  with	   12.02	   million	   hectares	   (of	   which	   97%	   is	   destined	   to	   grazers),	   followed	   by	   Argentina	  (4.01),	   China	   (1.85),	   the	  US	   (1.82)	   and	  Brazil	   (1.77)	   (IFOAM,	  2012).	   Two-­‐thirds	   of	   the	   total	  organic	   land	  of	   the	  world	   is	   used	   as	   grassland,	   and	  only	   a	   quarter	   (8.2	  million	  hectares)	   to	  organic	  cropland31,	  of	  which	  Europe	  accounts	  for	  72%,	  followed	  by	  North	  America	  (18%),	  and	  Latin	  America	  and	  Asia	  (4%)	  (IFOAM,	  2012).	  	  By	   contrast,	   most	   of	   the	   1.4	   million	   organic	   producers	   in	   2011	   are	   in	   developing	  countries.	   The	   country	   with	   the	   most	   organic	   producers	   is	   India	   (340,000),	   followed	   by	  Uganda	   (180,746),	   Mexico	   (128,862),	   Ethiopia	   (101,899),	   Tanzania	   (85,366)	   and	   Peru	  (46,235).	  Far	  below	  on	  the	  list	  Argentina	  only	  had	  1,699	  organic	  certified	  producers	  (IFOAM,	  2012).	   These	   results	   are	   consequence	   of	   the	   not	   so	   inclusive	   organic	   agriculture	   system	   of	  Argentina	   and	   suggests	   the	   existence	   of	   constraining	   features	   for	   the	   involvement	   of	   small	  farmers.	  The	  details	  of	  that	  are	  analyzed	  in	  the	  next	  chapter.	  	  Latin	  America	  and	  Asia	  increased	  their	  organic	  production	  with	  the	  intention	  to	  satisfy	  the	  demand	   of	   the	   developed	   part	   of	   the	   world..	   Table	   3	   summarizes	   developing	   countries	  production	  and	  the	  main	  exports.	  
Table	  3.	  Organic	  producers	  and	  main	  exporters	  by	  regions	  in	  2011*	  	  (Excluding	  developed	  countries)	  	  
 Africa Asia (including 
Middle East) 
Latin America 
Number of producer countries 33 33 27 
Organic hectares 1,073,656.65 3,706,279.61 6,857,610.72 
Number of organic producers 540,988 619,439 315,889 
Main export countries Ethiopia, Tunisia, 
Uganda 
Cambodia, India, 
China**, Thailand  
Argentina, Bolivia, 
Brazil, Chile, 
Colombia, Costa Rica, 
Dominican Republic, 
Mexico, Peru 
Exported by main export countries 
in 2010 
92 million € 471 million € 1,081 million € 
Increase in exports by main 
exporter countries 2009-2010 (%) 
35.3 7.5 16.5 
Source: http://www.organic-world.net/statistics.html  *Japan	  and	  South	  Africa	  are	  not	  considered.	  **	  value	  of	  2008	  	  Latin	   America	   is	   the	   biggest	   exporter	   and	  most	   technologized	   region	   regarding	   organic	  production	   of	   the	   developing	   world.	   It	   has	   as	   many	   certified	   hectares	   as	   Asia	   and	   Africa	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  31	  Because	  many	  countries	  (e.g.	  Brazil,	  India,	  and	  Canada)	  do	  not	  account	  details	  on	  land	  use,	  IFOAM	  assumes	  that	  the	  cropland	  areas	  may	  be	  much	  bigger	  (IFOAM,	  2010:37).	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combined	   and	   more	   than	   315,000	   producers	   (IFOAM,	   2012).	   Around	   85%	   of	   the	   organic	  production	   is	   exported.	   Organic	   export	   compositions	   follow	   conventional	   agro-­‐export	  patterns,	   and	   delimitate	   competitors.	   Argentina,	   Brazil	   and	   Chile	   export	   counter	   seasonal	  fresh	   products,	   soybeans	   and	   grains;	  Mexico,	   Costa	   Rica,	   El	   Salvador,	   Guatemala,	   Nicaragua	  and	   the	   Dominican	   Republic	   export	   mainly	   coffee	   and	   bananas	   (Raynolds,	   2004:	   736).	  Argentina	  and	  Costa	  Rica	  are	   the	  only	   two	  countries	   in	   the	  region	  with	   third	  country	  status	  given	   by	   the	   EU,	   which	   allows	   them	   to	   introduce	   organic	   products	   with	   less	   control	   over	  processes	   to	   that	   and	   other	   regions	   (IFOAM,	   2012).	   Even	   so,	   organic	   exports	   are	   far	   led	   by	  Mexico,	  followed	  by	  Brazil,	  Peru,	  Dominican	  Republic,	  and	  Argentina	  in	  fifth	  and	  Costa	  Rica	  in	  seventh	  place.	  Table	  4	  shows	  the	  Latin	  American	  countries	  overview	  of	  their	  organic	  sector	  in	  comparison.	  
Table	  X.	  Latin	  America	  certified	  land,	  producers	  and	  exports	  in	  2012	  
Country Certified 
hectares 
Certified 
producers 
Exports 2010 
(million Euros) 
Argentina 3,796,136 1,699 122 
Bolivia 32,709 9'837 13 
Brazil 687,039 14'437 188 
Chile 29,068 600 38 
Colombia 34,059 4,775 13 
Costa Rica 9,570 3,000 19 
Dominican Republic 186,930 24,161 146 
Ecuador 52,196 9,485  
Mexico 366,904 169,570 310 
Nicaragua 33,621 10,060  
Paraguay 51,190 11,401  
Peru 185,963 43,661 167 
Uruguay 930,965 630  Source:	  FiBL-­‐IFOAM	  survey,	  based	  on	  national	  sources	  and	  data	  from	  certifiers.	  	  Even	  though	  organic	  exports	  are	   increasing	  steadily,	  absolute	  percentages	  of	  production	  and	   exports	   are	   still	   low,	   unable	   to	   fulfill	   consumers’	   demands	   thus	   qualifying	   the	   organic	  market	   as	   a	   ‘niche’.	   The	   organic	   certified	   area	   of	   the	   planet	   conforms	   less	   than	   2%	   of	   the	  available	   land	  and,	  even	  though	  it	   is	  growing,	  organic	   food	  represents	  between	  one	  and	  two	  percent	   of	   the	   total	   of	   the	   food	   sales	   (Exportar,	   2009).	   Nevertheless,	   the	   opportunities	   are	  clear	  and	  it	  is	  probable	  that	  the	  world	  market	  will	  continue	  to	  grow	  with	  a	  rate	  between	  10%	  to	   20%	   per	   year,	   and	   will	   quickly	   achieve	   high	   levels	   of	   participation	   in	   developed	   and	  developing	   countries.	   The	   increasing	   demand	   of	   organic	   products	   and	   the	   changing	   food	  paradigm	  present	  an	  opportunity	   for	  natural	  resource	  abundant	  countries’	  exports,	  not	  only	  in	  terms	  of	  income	  contribution,	  but	  also	  because	  of	  the	  benefits	  that	  it	  entails	  producing	  with	  agro-­‐ecological	  farming	  practices.	  	  
	   53	  
4.3.	  The	  benefits	  of	  organic	  Beside	  the	  benefits	  of	  opening	  new	  markets	  and	  increasing	  value	  added,	  achieving	  organic	  standards	   provides	   new	   methods	   and	   technological	   knowledge,	   improves	   the	   quality	   of	  products	   and	   promotes	   new	   forms	   of	   cooperation	   among	   actors	   (Giovannucci	   et	   al,	   2005).	  Research	   suggests	   that	   the	  most	   significant	   benefits	   for	   organic	   producers	   come	   from	   their	  capacity	  to	  join	  and	  interact.	  Organic	  production	  strengthens	  the	  social	  capital	  and	  improves	  the	   cooperation	   and	   bargaining	   power	   of	   producers	   against	   government	   structures	   and	  retailers	  (Dolan	  et	  al,	  2000;	  Buch-­‐Hansen,	  2012;	  Giovannucci	  et	  al,	  2005,	  among	  others).	  	  In	   opposition	   to	   conventional	   agriculture,	   a	   higher	   involvement	   of	   small	   farmers	   in	   the	  organic	  production	  can	  result	   less	  costly	  while	  it	  can	  better	  redistribute	  incomes.	  Due	  to	  the	  specific	   characteristics	   of	   the	   organic	   production,	   small	   farmers	   can	   better	   absorb	   costs	   of	  production.	  Because	  they	  and	  their	  families	  usually	  work	  in	  the	  farms,	  better	  absorbing	  labor	  costs.	  Because	  the	  farm	  production	  is	  their	  livelihood,	  they	  are	  used	  to	  rotate	  crops,	  they	  have	  better	   control	   over	   plantations	   as	   they	   usually	   live	   in	   the	   farms,	   and	   they	   already	   account	  knowledge	  over	  organic	  practices	  as	  most	  of	  them	  have	  been	  practicing	  it	  for	  many	  years.	  On	  the	  contrary,	   large	   farmers	  have	   to	  confront	  high	  costs,	  as	   for	  example:	  not-­‐using	  pesticides	  demands	  other	  methods	  for	  pest	  control	  that	  usually	  involve	  mechanical	  methods,	  increasing	  labor	  costs;	  they	  have	  to	  invest	   in	  more	  advisors	  in	  order	  to	  profitable	  use	  the	  land,	  and	  the	  distance	   and	   the	   extension	   of	   farms	   complicate	   pests	   and	   disease	   control.	   As	   one	   of	   the	  interviewed	  public	  officials	  said,	  “Organic	  production	  has	  brought	  back	  the	  pride	  to	  the	  farmers”	  (Interview	  Soria,	  6/3/2013).	  On	  national	   and	   local	   level,	   the	  higher	  demand	  of	   labor	   inputs	   can	   contribute	   to	   reduce	  unemployment	   and	   to	   repopulate	   deserted	   countryside	   areas.	   The	   increased	   rotation	  demanded	   to	   maintain	   soil	   fertility	   promotes	   diversification,	   and	   increases	   knowledge,	  capabilities	  and	  innovation	  opportunities	  among	  farmers.	  	  Moreover,	   organic	   production	   can	   offer	  many	   innovation	   opportunities,	   not	   only	   in	   the	  traditional	  general	  stages	  of	  value	  chains	  (i.e.	  design,	  production	  and	  marketing,	  see	  Kaplinsky,	  2000),	   but	   also	   cross-­‐cutting	   of	   innovations	   (e.g.	   in	   labeling	   and	   certification)	   can	   deepen	  differentiated	  goods	  and	  processes.	  	  Other	   benefits	   are	   that	   the	   environment-­‐friendly	   ways	   of	   production	   can	   improve	   soil	  fertility,	   and	   can	   increase	   erosion	   resilience	  which	   is	   very	   significant	   for	   risks	   and	   external	  inputs’	  reduction,	  and	  which	  can	  force	  producers	  to	  plan	  rotations	  concerning	  environmental	  needs	   (Giovannucci	   et	   al,	   2005:	   295).	   Also,	   a	   strong	   impact	   on	   the	   quality	   of	   agricultural	  products	  can	  be	  expected	  (Giovannucci	  et	  al,	  2005:	  294).	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While	   developed	   countries’	   organic	   policies	   aim	   to	   assure	   credence	   over	   organic	   farm	  practices	   and	   impose	   barriers	   to	   entry	   to	   their	   markets,	   the	   certification	   has	   also	   allowed	  producers	   to	   access	   reliable	   well-­‐established	   markets	   with	   a	   high	   demand	   for	   organic	  products.	  Giovannucci	  et	   al	   (2005)	  argued	   that	  organic	   certified	   farming	  proved	   to	   improve	  practices	   and	   the	   quality	   of	   coffee	   in	   Latin	   America,	   and	   it	   had	   a	   spill	   over	   effect	   on	   the	  adjacent	  communities	  that	  did	  not	  implement	  organic	  farming.	  However,	  small	  and	  poor	  firms	  or	  farms	  are	   less	  probably	  capable	  of	  engaging	  in	  organic	  production	  and	  of	  benefiting	  from	  the	  opportunities	  that	  organic	  production	  brings	  if	  they	  are	  not	  organized	  (Giovannucci	  et	  al,	  2005;	  Reardon	  et	  al,	  2001).	  Although	   many	   of	   the	   mentioned	   costs	   can	   be	   reduced	   by	   collective	   action,	   producer	  associations	   can	   also	   entail	   high	   costs	   (i.e.	   marketing,	   coordination,	   uncertainty,	   and	   the	  limitations	  of	  collective	  action),	  which	  can	  reduce	  the	  benefits	  of	  certification	  (Giovannucci	  et	  al,	  2005).	  For	   this	  reason,	  state	  efforts	   to	  reduce	  association	  costs	  and	  to	  monitor	   their	  well	  function	  become	  essential	  for	  the	  diffusion	  of	  organic	  practices.	  State	  action	  can	  reduce	  some	  of	  these	  costs	  and	  direct	  framing	  efforts	  in	  overall	  national	  policy	  that	  guides,	  accelerating	  the	  learning	  processes	  and	  improve	  production,	  increasing	  the	  flow	  of	  information	  and	  reducing	  costs	  of	  searching,	  adaptation	  and	  certification.	  These	  government	  actions,	   that	   improve	   the	  conditions	   of	   small	   farmers,	   can	   contribute	   to	   poverty	   alleviation	   (Giovannucci	   et	   al,	   2005;	  Reardon	  et	  al,	  2001;	  Dolan	  et	  al	  et	  al,	  2000;	  Fitter	  et	  al,	  2001;	  Gibbon,	  2001a;	  Kaplinsky,	  2000).	  As	   we	   have	   seen,	   the	   trade	   of	   organic	   food	   and	   drinks	   offers	   many	   opportunities	   for	  developing	  countries	  to	  expand	  their	  organic	  exports.	  These	  can	  promote	  the	  engagement	  of	  small	  farmers	  with	  quality,	  environment	  friendly,	  high	  value,	  knowledge	  capacity	  building	  and	  socially	   integrated	   export	   oriented	   value	   chains.	   Although	   knowledge,	   volume	   and	  certification	  barriers	  can	  be	  high	  for	  small	  farmers,	  association	  and	  state	  action	  can	  minimize	  them	   contributing	   to	   the	   creation	   of	   learning	   capabilities,	   geographical	   and	   income	  distribution	  and	  the	  protection	  of	  soils	  and	  environmental	  resources	  (e.g.	  water).	  Certification	  can	   help	   farmers	   to	   differentiate	   their	   production	   and	   grab	   greater	   rents	   on	   international	  markets.	   Association	   becomes	   essential	   to	   increase	   the	   bargain	   power	   of	   small	   producers	  against	  the	  state	  and	  to	  confront	  retailers’	  needs.	  	  The	   opportunities	   offered	   by	   the	   high	   growth	   of	   the	   organic	   market	   in	   developed	  countries	  motivated	  several	  countries	  to	  enter	  the	  organic	  business.	  While	  the	  supply	  cannot	  meet	   the	   demand,	   the	  market	  will	   remain	   creating	   higher	   rents.	   But	   as	   competition	   grows,	  rents	   will	   diminish.	   Still,	   taking	   advantage	   of	   the	   rising	   demand	   of	   organic	   products	   could	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promote	  new	  development	   strategies	   that	   imply	  more	   than	   immediate	   income	   increase	  and	  leave	   strong	   positive	   social,	   economic	   and	   environmental	   consequences.	   As	   in	   previous	  Ricardian	  strategies,	  state	  action	  is	  necessary	  for	  ensuring	  success,	  but	  the	  state’s	  involvement	  required	   for	   fostering	  Argentina’s	  organic	   sector	  might	  be	  bigger	   than	   in	  other	   countries	  as	  capabilities	  and	  associations	  need	  to	  be	  created.	  The	  next	  chapter	  will	  analyze	  how	  Argentina	  is	   developing	   its	   organic	   sector,	   the	   significant	   it	   has	   for	   the	   country,	   and	   what	   can	   be	  expected	  from	  it.	  	  
Chapter	  5.	  Argentina’s	  organic	  sector	  This	  chapter	  will	  focus	  on	  assessing	  the	  current	  context	  of	  the	  Argentinean	  organic	  sector,	  how	   the	   state	   promotes	   its	   development	   and	   how	   the	   rural	   structure	   of	   the	   country	   holds	  back	   the	  participation	  of	   small	   farmers	   and	   its	   export	  possibilities.	  Doing	   so	  obligates	  us	   to	  review	   the	   legal	   and	   institutional	   framework	   of	   the	  Argentinean	   organic	   sector	   considering	  the	   ‘winners’	   and	   ‘losers’	   that	   it	   creates	  and	  how	   the	  development	  of	  organic	   farming	  could	  benefit	  Argentinean	  agriculture	  social	  structure,	  while	  promoting	  a	  better	  income	  distribution.	  Questioning	  these	  issues	  becomes	  relevant	  to	  understand	  the	  structural	  roots	  that	  condition	  and	   limit	  possible	  development	   strategies	  of	   the	   country,	   and	   they	  will	   be	   analyzed	   in	   each	  section	  of	  this	  chapter.	  	  The	   first	   section	   works	   as	   a	   contextualization	   and	   quantitative	   assessment	   of	   the	  Argentinean	  organic	  sector.	  It	  evaluates	  the	  weak	  and	  strong	  areas	  of	  competitiveness	  and	  the	  needs	   of	   the	   farmers.	   The	   second	   section	   focuses	   on	   the	   legal	   and	   institutional	   framework	  with	   special	   attention	   on	   how	   it	   hinders	   or	   favors	   the	   inclusion	   of	   small	   farmers	   into	   the	  sector.	  The	  constraints	   they	  have	   in	  order	   to	  convert	   to	  organic	  methods	  and	   to	   join	  export	  markets	   will	   be	   analyzed,	   as	   they	   conform	   a	   high	   barrier	   to	   increase	   the	   overall	   country	  organic	  production.	  Lastly,	   to	   identify	  whether	  Argentina	   is	  developing	   the	  basis	  of	  a	   future	  Ricardian	   strategy	   that	   relies	   on	   the	   export	   of	   organic	   products,	   the	   state’s	   action	   will	   be	  analyzed.	   I	   focused	   on	   national	   development	   programs,	   with	   special	   attention	   on	   funds,	  results	   and	   constraints	   for	   a	   successful	   execution.	   This	   section	   seeks	   to	   dig	   beyond	  appearance	  and	  evaluate	  the	  scope	  and	  the	  intention	  of	  the	  state’s	  action.	  	  
5.1.	  Overview	  of	  Argentina’s	  organic	  sector	  The	   review	   of	   Argentina’s	   organic	   production	   and	   exports	   requires	   considering	   the	  comparative	   advantages	   of	   the	   country,	   the	   type	   of	   products	   and	  destination	   of	   its	   exports,	  complemented	   with	   the	   analysis	   of	   the	   organic	   certified	   land,	   and	   the	   amount	   of	   organic	  
	   56	  
certified	   producers.	   Also,	   this	   section	   shows	   that	   organic	   production	   does	   not	   escape	   the	  structural	  agriculture	  tendencies	  of	  the	  conventional	  production	  influenced	  by	  the	  legacies	  of	  the	  different	  development	  strategies	  based	  on	  the	  export	  of	  cereals	  and	  oilseeds.	  	  Argentina	  is	  the	  country	  with	  the	  second	  most	  certified	  organic	  land	  in	  the	  world	  and	  the	  first	  in	  Latin	  America.	  It	  has	  4.18	  million	  hectares	  of	  certified	  organic	  land	  that	  represents	  an	  11.3%	   share	   of	   the	   world,	   and	   almost	   50%	   of	   the	   region	   (IFOAM,	   2012).	   Albeit	   the	   huge	  certified	   land	  available	  and	   the	  diversity	  of	  climates	  and	  soils,	  Argentina	  ranks	  16th	   in	  value	  export	  of	  organic	  products	  in	  the	  world,	  and	  fifth	  in	  the	  region	  (IFOAM,	  2010).	  This	  is	  due	  to	  the	   fact	   that	   90%	   of	   the	   land	   is	   destined	   to	   pasturage32,	   which	   contributes	   only	   with	   3.2	  thousand	  organic	  animal	   tons	  (i.e.	  meat,	  wool	  and	  milk)	  produced	  by	  Argentina.	  Only	  9%	  of	  the	  total	  organic	  area	  was	  destined	  to	  cropland	  in	  2011.	  20%	  of	  it	  (64,000	  hectares),	  1.5%	  of	  the	  total	  certified	  land	  of	  the	  country,	  were	  harvested33,	  producing	  98%	  of	  the	  tons	  exported	  (153.7	   thousand	   tones).	   The	   332	   thousand	   hectares	   destined	   to	   cropland	   produce	   a	   great	  variety	  of	  products,	  while	  the	  3,8	  million	  hectares	  destined	  to	  animal	  production	  produce	  only	  4	  export	  products	  (Senasa,	  2012).	  The	  large	  amount	  of	  land	  destined	  to	  animal	  production	  is	  due	   to	   the	   fact	   that	   the	  most	   recent	   lands	   converted	   to	   organic	   were	   located	   in	   the	   south	  Patagonia	  region,	  where	  cropping	  demands	  high	  input	  investments34	  (Senasa,	  2012).	  In	  2011,	  73%	  of	  the	  total	  cropland	  harvested	  area	  corresponded	  to	  cereals	  and	  oilseeds,	  17%	  to	  industrial	  crops,	  8%	  to	  fruits,	  and	  2%	  to	  vegetables	  and	  legumes	  (Senasa,	  2012).	  Table	  5	   provides	   a	   deeper	   insight	   of	   the	   composition	   of	   vegetable	   origin	   exports,	   its	   share	   of	  certified	  organic	  land	  and	  its	  destination.	  
Table	  5.	  Harvested	  land,	  production,	  share	  and	  growth	  of	  the	  Argentinean	  organic	  sector	  in	  2011	  
	   Area	  
harvested	  
Share	  
(%)	  
Production	  
exported	  (kg)	  
Volume	  Export	  Growth	  
2010-­‐2011	  (%)	  
Production	  for	  
domestic	  market	  
Cereals	   27,753	  Ha	   43	   29,520,208	   	   300	  
Wheat	   75%	   	   10,511,995	   162	   	  
Oat	   10%	   	   	   	   	  
Rice	   7%	   	   1,160,431	   37	   	  
Corn	   ??	   	   4,363,164	   192	   300	  
Oilseeds	   19,349	  Ha	   30	   24,576,200	   	   -­‐	  
Soybeans	   49%	   	   879,573	   6	   	  
Linen	  
Safflower	  
	  
29%	  
	   1,707,005	  
618,040	  
73	  
51	  
	  
Sunflower	   	   	   848,100	   69	   	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  32	  90%	  of	  the	  organic	  area	  was	  destined	  to	  907,012	  sheep	  stock,	  while	  the	  other	  10%	  was	  destined	  to	  94,417	  organic	  cattle	  (Senasa,	  2012).	  33	  This	  was	  7%	  less	  than	  the	  organic	  land	  harvested	  in	  2010	  (Senasa,	  2012).	  34	  It	   is	   important	   to	  notice	   that	  while	  certified	   land	  destined	   to	  grazers	  had	  significant	  variations,	   the	  cropped	  area	  remained	  stable	  although	  always	  in	  very	  small	  proportions	  (Senasa,	  2012).	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Sunflower	  oil	   15%	   500,870	   58	  
Fruits	   5,032	  Ha	   8	   45,362,665	   	   421,006	  
Pears	   34%	   	   3,205,488	   14	   264	  
Apples	   34%	   	   2,732,541	   18	   360	  
Industrial	  crops	   11,016	  Ha	   17	   44,827,982	   	   130,864	  
Sugarcane	   44%	   	   1,145,275	   6	   	  
Olives	   23%	   	   	   	   2,778	  
Olive	  oil	  
Concentrated	  
apple	  juice	  
Mate	  tee	  
	   	   	  
924,461	  
	  
60	  
23,951	  
	  
	  
78,556	  
Vegetables	  
Onions	  
Garlic	  
Pumpkins	  
Vegetables	  
1,077	  Ha	   2	   9,214,214	  
443,770	  
273,849	  
701,961	  
	  
17	  
11	  
209	  
1,614,209	  
2,235	  
	  
24,437	  
1,579,918	  
Total	   64,540	  Ha	   	   153,711,792	   28	   2,166,406	  Source:	  Author	  based	  on	  SENASA,	  2012.	  	  	  The	  sectors	   that	  grew	  the	  most	  historically	  are	   those	  of	  cereals	  and	  oilseeds,	  which	  also	  use	  most	   of	   the	   crop	   certified	   organic	   land.	   These	   sectors	  mostly	   provide	   low	   value	   added	  exports,	  as	  they	  involve	  low	  transformation	  (Grasa	  et	  al,	  2010),	  and	  their	  predominance	  is	  a	  consequence	   of	   the	   historical	   structure	   of	   Argentina’s	   agriculture	   shaped	   by	   the	   previous	  Ricardian	   development	   strategies	   (Interview	   Landa,	   22/1/2013).	   Thus	   organic	   cereals	   and	  oilseeds	  have	  stronger	  ties	  to	  the	  conventional	  commodity	  prices,	  increasing	  their	  volatility,	  in	  comparison	  with	  other	  organic	  products35.	  Sustainable	   agriculture	   demands	   diversification,	   rotation	   between	   crops	   and	   the	   use	   of	  animal	   production	   with	   extensive	   production	   methods.	   Alternating	   animal	   production	   in	  croplands	   “…provides	  better	  pest,	  disease	  and	  weed	  control,	  as	  well	  as	  conservation	  and	  repair	  
of	   soil	   structure	   and	   fertility,	   and	   at	   the	   same	   time,	   enables	   basic	   animal	   behavioral	   needs”	  (Gomez	  &	  Rosso,	  2002).	  	  The	  high	  fertility	  of	  Argentina’s	  soil,	  that	  requires	  fewer	  chemical	  inputs	  than	  other	  areas	  to	  achieve	  high	  productivity	  levels,	  makes	  conversion	  to	  organic	  farming	  much	  easier	  than	  in	  other	  regions36	  (ProArgentina,	  2005;	  Liñán,	  2010;	  AACREA,	  2004;	  Grasa	  et	  al,	  2010;	  Exportar,	  2009).	  At	  the	  same	  time,	  the	  development	  of	  mixed	  systems	  of	  production	  of	  grains	  and	  meat	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  35	  The	   2009	  depression	   of	   the	   demand	  of	   organic	   cereals	   and	   oilseeds	   coincided	  with	   the	   one	   of	   the	  conventional	  variety.	  Other	  sectors	  have	  more	  stable	  patterns	  of	  export	  growth,	  except	  for	  the	  case	  of	  vegetables	  that	  are	  stagnated	  (Senasa,	  2000-­‐2012).	  36	  The	  fact	  that	  conventional	  production	  demanded	  low	  levels	  of	  contaminant	  inputs	  (specially	  because	  of	  the	  development	  of	  no-­‐till	  technology	  and	  the	  high	  fertility	  soils)	  also	  works	  as	  a	  comparative	  advantage	  of	  the	  Argentinean	  organic	  sector	  (Liñán,	  2010).	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improves	  sustainability,	  diversifies	  production,	  and	  allows	  rapid	  adjustments	  to	  market	  needs	  (Grasa	  et	  al,	  2010).	  In	  2007,	  Argentina	  surpassed	  the	  100	  thousand	  tons	  of	  organic	  products	  exported,	  and	  in	  2011	  the	  exports	  reached	  156	  thousand	  tons,	  increasing	  by	  27%	  since	  2010.	  Around	  90%	  of	  the	   organic	   production	   in	   Argentina	   was	   sold	   to	   foreign	   markets,	   with	   the	   EU	   and	   the	   US	  consuming	  most	  of	  it.	  In	  2011,	  the	  EU	  imported	  48.3%	  of	  the	  Argentinean	  organic	  exports	  (a	  15%	  increase	  compared	  with	  the	  total	   imported	   in	  2010)	  and	  the	  US	   imported	  29.4	  (a	  50%	  increase).	   The	   evolution	   of	   vegetable	   and	   animal	   origin	   exports	   and	   the	   differentiation	   by	  destination	  are	  presented	  in	  Figures	  2	  and	  3.	  
	   	  	  Source:	  SENASA	  2004-­‐2012	  	  In	   2011	   vegetable	   origin	   exports	   increased	   by	   26%,	   while	   animal	   origin	   exports	  diminished	  19%	  (Senasa,	  2012).	  The	  EU	   imported	  91%	  of	   the	  vegetables,	  56%	  of	   the	   fruits	  and	  53%	  of	  the	  industrialized	  products	  exported	  from	  Argentina37.	  The	  US	  imported	  a	  third	  of	  Argentina’s	   organic	   exports,	   more	   than	   half	   of	   the	   oilseeds	   and	   almost	   a	   quarter	   of	   the	  industrialized	   products,	   fruits	   and	   cereals	   in	   2011.	   While	   the	   US	   mainly	   imported	   organic	  soybeans,	  corn,	  rice,	  pears,	  apples,	  concentrated	  apple	  juice,	  sunflower	  oil	  and	  soy	  flower,	  the	  EU	   imported	  wheat,	   linen,	   soybeans,	  pears,	  apples,	  onions,	  garlic,	  pumpkins,	   sugar	  cane	  and	  wine	   (Senasa,	   2012).	   Of	   the	   animal	   exports,	   organic	   beef	   and	   lamb	   were	   the	   main	   animal	  origin	   products	   exported	   in	   2011.	   The	   EU	   and	   Switzerland	   concentrated	   all	   the	   exports	   of	  
	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  37	  Within	  the	  EU	  the	  main	  importers	  were	  Germany,	  Belgium,	  Holland	  and	  the	  UK	  respectively,	  which	  together	  imported	  78%	  of	  the	  total	  exports	  to	  the	  region	  (Senasa,	  2012).	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Figure	  2.	  Exports	  of	  vegetable	  origin	  
between	  2003-­‐2011.	  
In	  thousand	  tons	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Figure	  3.	  Exports	  of	  animal	  origin	  
between	  2006-­‐2011.	  
In	  thousand	  tons	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organic	  meat38,	  and	  the	  EU	  alone	  imported	  all	  the	  ‘top’	  wool39	  and	  honey.	  	  Despite	  international	  recognition	  provided	  by	  the	  strictness	  of	  its	  certification	  system	  and	  despite	  Argentina´s	  natural	  comparative	  advantages,	   the	  export	  value	  of	  organic	  goods	  (158	  million	  USDs)	   represented	  only	  0.27%	  of	   the	  54.9	  billion	  USDs	   traded	   in	   the	   global	   organic	  market	   in	   200940.	   This	   share	   almost	   doubles	   the	   0.15%	   share	   from	   2003	   (AACREA,	   2004),	  although	  it	  is	  still	  very	  small.	  It	  also	  represented	  0.27%	  of	  Argentina’s	  total	  exports	  in	  200941.	  Compared	   to	   the	   value	   of	   exports	   of	   soybean,	   the	   organic	   products	   exported	   represent	  only	  0.7%	  of	  the	  soybean	  contribution	  to	  the	  balance	  of	  payments	  in	  2010.	  The	  130	  thousand	  tons	  of	  organic	  products	  (Senasa,	  2011)	  are	  similar	  to	  the	  tons	  of	  soybean	  produced	  between	  1972-­‐1973	  (FAO	  stats)	  when	  the	  origins	  of	  the	  soybean	  business	  can	  be	  traced	  back.	  It	  is	  also	  important	   to	   note	   that	   the	   average	   value	   of	   the	   ton	   of	   organic	   products	  was	   1,284	  USDs	   in	  2011,	  while	   the	   soybean	   and	   by-­‐products	   average	  was	  425	  USDs	   per	   ton,	   showing	   the	   high	  difference	  of	  value	  added	  between	  both.	  	  Although	   previously	   insignificant,	   in	   2011,	   a	  major	   surge	   occurred	   in	   local	   demand	   for	  organic	  products.	  The	  domestic	  market	   increased	  the	  tons	  of	  organic	  products	  consumed	  by	  506%,	  reaching	  3,472	  tons	  (Senasa,	  2000-­‐2012).	  This	  growth	  was	  related	  to	  increasing	  global	  concerns	  and	  it	  did	  not	  respond	  to	  local	  policies.	  Even	  so,	  local	  consumption	  represented	  only	  2%	  of	  the	  total	  tons	  produced,	  and	  the	  main	  products	  traded	  locally	  were	  those	  not-­‐so-­‐much	  demanded	  by	   the	   international	  market	   (i.e.	   vegetables,	   fruits,	   honey,	  mate	   tee,	   olive	   oil	   and	  polenta)	  (Senasa,	  2012).	  	  For	  the	  past	  2-­‐3	  years,	  domestic	  market	  development	  possibilities	  have	  been	  growing	  fast	  thanks	  to	  the	  increased	  per	  capita	  income,	  which	  resulted	  from	  Argentina’s	  engagement	  in	  the	  soybean	  strategy	  and	  the	  changing	  terms	  of	  trade	  that	  boosted	  exports	  (Chapter	  3).	  The	  local	  provision	  of	  organic	  products	  also	  increased42.	  Also,	  the	  increasing	  middle	  class	  of	  Argentina,	  and	  to	  a	  lesser	  extent	  of	  Latin	  America,	  brings	  new	  expectations	  for	  the	  development	  of	  local	  and	   regional	   organic	   markets.	   The	   World	   Bank	   presented	   a	   report	   that	   claims	   that	   in	  Argentina	  the	  number	  of	  people	  in	  the	  middle	  class	  doubled	  from	  9.3	  million	  to	  18.6	  million	  
	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  38	  The	  low	  levels	  of	  organic	  meat	  exported	  are	  due	  to	  Argentina’s	  lacks	  of	  the	  infrastructure	  to	  satisfy	  importers	  demand	  of	  chilled	  meat	  (Interview,	  Landa	  1/22/2013).	  39	  This	  export	  increased	  400%	  since	  2010,	  and	  it	  resulted	  from	  Argentinean	  innovation	  (Senasa,	  2012).	  40	  See:	  www.organic-­‐monitor.org	  -­‐	  Last	  check	  2/20/2013.	  41	  The	  total	  Argentinean	  exports	  in	  2009	  were	  of	  55.67	  billion	  USDs,	  (Indec,	  2010,	  mecon.gov.ar)	  42	  In	  2012,	  there	  were	  54	  natural	  stores	  in	  the	  capital	  city	  of	  Buenos	  Aires,	  4	  organic	  markets	  organized	  weekly	  and	  monthly,	  30	  organic	  food	  deliveries,	  43	  organic	  bars	  and	  restaurants	  and	  39	  organic	  cooking	  courses	  available.	  See:	  http://www.organicoopers.net/wp-­‐content/uploads/2012/12/web.pdf	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between	  2003	  and	  200943.	  Regionally,	  the	  middle	  class	  grew	  from	  103	  million	  people	  in	  2003	  to	   152	   million	   in	   2009,	   which	   represents	   a	   leap	   of	   50%,	   leading	   to	   the	   expansion	   of	   new	  regional	  markets.	   But	   these	   trends	   are	   not	   accompanied	   by	   state	   programs	   and	   regulation	  adjustments,	   leading	   to	   the	   proliferation	   of	   the	   unregulated	   market	   with	   terms	   such	   as	  “natural”	  that	  create	  confusion	  among	  consumers	  (Interview	  Soria,	  6/3/2013).	  Even	   though	   the	  organic	   sector	  has	  been	  developing	   for	  many	  years	   in	  Argentina,	   there	  are	  wide	  possibilities	  of	  increasing	  and	  diversifying	  production	  due	  to	  an	  unsatisfied	  demand	  in	  northern	  countries,	  the	  increasing	  domestic	  market,	  and	  the	  potential	  for	  production	  given	  by	  the	  comparative	  and	  competitive	  advantages	  of	  Argentina	  (IICA,	  2010:22).	  But	  for	  that	  to	  happen	  the	  amount	  of	  organic	  producers	  has	  to	  increase.	  The	  1,699	  organic	  producers	  in	  the	  country	  represent	  a	  share	  of	  0.12%	  of	  the	  world,	  and	  0.67%	  of	  Latin	  America	  (IFOAM,	  2012).	  These	  shares	  are	  too	  low	  especially	  compared	  with	  the	  high	  shares	  of	  land	  of	  Argentina.	  Between	  2007	  and	  2011,	  the	  certified	  organic	  land	  registered	  increased	  by	  31%,	  while	  the	  amount	  of	  producers	  reduced	  by	  8%.	  Together	  with	  an	   increment	   in	   the	  average	  size	  of	   the	  farms,	  this	  shows	  signs	  of	  concentration	  process44.	  Figure	  4	  shows	  that	  while	  the	  number	  of	  total	   producers	   did	   not	   increase,	   during	   the	   whole	   period,	   the	   average	   of	   land	   increased	  notably	  confirming	  a	  process	  of	  concentration.	  	  
	  Source:	  Author	  based	  on	  SENASA,	  2000-­‐2011	  	  Argentina’s	  organic	  land	  is	  unevenly	  distributed.	  Senasa	  (2011)	  statistics	  show	  that	  79%	  of	  the	  organic	  land	  in	  the	  southern	  provinces	  is	  owned	  by	  only	  5%	  of	  the	  organic	  farmers	  in	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  43	  The	  report,	  called	  ”Economic	  mobility	  and	  the	  growth	  of	  the	  middle	  class	  in	  Latin	  America”.	  It	  defines	  members	   of	   the	   middle	   class	   as	   those	   with	   a	   per	   capita	   income	   between	   10	   and	   50	   USDs	   per	   day.	  Argentina	  has	  a	  gross	  national	  income	  (GNI)	  average	  per	  capita	  of	  9.740	  USDs	  (2012).	  44	  The	  concentration	  involved	  all	  products	  from	  seeds	  to	  fruits,	  except	  for	  the	  beekeeping	  sector	  where	  the	  number	  of	  producers	  has	  increased	  while	  the	  number	  of	  beehives	  has	  reduced	  (Ramirez,	  2012).	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the	   country.	   At	   the	   other	   end	   of	   the	   country,	   almost	   a	   fourth	   of	   the	   producers	   (387)	   are	  located	  in	  the	  north	  province	  of	  Misiones,	  organized	  in	  a	  cooperative	  that	  exports	  sugar	  and	  mate	  tea,	  with	  only	  13	  hectares	  for	  production.	  As	  I	  have	  analyzed,	  small	   farmers	  can	  better	  absorb	  organic	  production	  costs	  if	  they	  can	  count	  on	  the	  knowledge	  and	  capabilities	  required,	  creating	  competitive	  products	  and	  becoming	  essential	  for	  increasing	  exports	  (Interview	  Soria,	  6/3/2013).	   Achieving	   this	   goal	   implies	   structural	   changes	   in	   the	   organization	   of	   the	   sector	  that	  are	  being	  discussed	  at	  government	  level,	  and	  that	  will	  be	  developed	  in	  the	  next	  section.	  The	   possibility	   of	   producing	   a	   wide	   variety	   of	   products,	   the	   counter	   seasonal	  characteristics	  of	  many	  of	  the	  demanded	  goods	  and	  the	  high	  productive	  potential	  due	  to	  the	  huge	   land	   available	   and	   the	   low	   input	   requirements	   represent	   advantages	   over	   other	  developing	   countries	   and	   specially	   over	   northern	   producers	   (Grasa	   et	   al,	   2010).	  Understanding	  why	  Argentina	  passed	  from	  first	  to	  fifth	  exporter	  of	  the	  region	  in	  only	  a	  decade	  demands	  a	  review	  of	  its	  business	  organic	  sector	  and	  its	  institutional	  framework.	  	  
5.2.	  Institutional	  Framework	  and	  Certification	  System	  Analyzing	  the	  institutional	  and	  legal	  framework	  is	  fundamental	  to	  answering	  the	  research	  question	  of	  this	  thesis	  because	  while	  it	  regulates	  and	  promotes	  the	  development	  of	  the	  sector,	  it	  creates	  winners	  and	  losers,	  and	  restricts	  the	  development	  possibilities	  of	  it.	  The	   legal	   framework	   that	   regulates	   organic	   production	   emerged	   in	   1991	   when	   the	  Organic	  Production	  Control	  System	  was	  created	  to	  regulate	  organic	  exports,	  attending	  private	  sector	   needs	   and	   international	   demand.	   In	   1994,	   the	   EU	   audited	   the	   Argentinean	   control	  system	   for	   organic	   vegetable	   production	   and	   qualified	   the	   country	   as	   equivalent	   to	   the	   EU	  standards,	  facilitating	  trade.	  A	  couple	  of	  years	  later	  the	  same	  happened	  for	  animal	  production.	  Thus,	  Argentina	  was	   the	   first	   country	   in	  Latin	  America	  with	   a	  preferential	   trade	   agreement	  with	   the	  EU	  (the	  only	  main	   importer	  of	  organic	  products	  at	   the	   time),	   implementing	  a	   third	  party	  certification	  system	  to	  ensure	  the	  organic	  qualities	  of	  products	  and	  productions45	  (Grasa	  et	  al,	  2010:	  10).	  The	  EU	  recognition	  conformed	  a	  strong	  competitive	  advantage	  and	  changed	  the	   structure	   and	   objectives	   of	   the	   sector.	   From	   then	   on,	   the	   market	   options	   of	   organic	  farmers	   and	   producers	   expanded,	   changing	   the	   focus	   of	   attention	   to	   international	   demand.	  The	  origins	  of	  an	  export	  strategy	  for	  organic	  production	  should	  be	  found	  in	  those	  years,	  even	  though	  the	  state	  limited	  itself	  to	  respond	  to	  the	  legal	  framework	  needs	  of	  the	  business	  sector.	  
	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  45	  A	  third	  party	  organic	  certification	  is	  a	  complex	  system	  that	  fundamentally	  implies	  that	  a	  person	  or	  body	  that	  is	  recognized	  as	  being	  independent	  of	  the	  parties	  involved	  certifies	  that	  organic	  principles	  are	  followed	  (www.ifoam.org/about_ifoam/standards/index.html	  -­‐	  Last	  check	  5/26/2013).	  	  
	   62	  
The	  norms	  that	  regulated	  the	  certification	  of	  organic	  productions	  were	  framed	  under	  the	  Organic	   Law	   of	   1999.	   The	   law	   unified	   the	   control	   organisms	   of	   animal	   and	   vegetable	  production,	   demanded	   more	   details	   to	   the	   control	   system	   and	   to	   organic	   products,	   and	  banned	   the	   use	   of	   “organic,	   biologic,	   ecologic,	   eco	   or	   bio”	   for	   non-­‐certified	   products.	   It	   also	  demanded	   the	   creation	   of	   the	   Advisory	   Commission	   for	   the	   Organic	   Production	  within	   the	  framework	  of	  the	  National	  Ministry	  of	  Agriculture	  (Law	  25.127,	  1999)46.	  	  The	  Advisory	  Commission	  (‘commission’	  from	  now	  on)	  is	  composed	  by	  public	  and	  private	  organizations,	  and	  works	  as	  a	  discussion	  forum	  that	  meets	  periodically,	  to	  elaborate	  opinions	  about	  projects,	  laws,	  decrees,	  and	  resolutions,	  and	  propose	  ways	  to	  promote	  the	  development	  of	   the	  organic	   sector.	  The	  commission	   is	   composed,	  on	   the	  private	   side,	  by	   the	  Argentinean	  Movement	   for	   Organic	   Production	   (MAPO)	   and	   the	   Argentinean	   Chamber	   of	   Certifiers	   of	  Organic	  Products	  (CACER).	  MAPO	  is	  the	  most	  important	  NGO	  of	  the	  sector	  and	  it	  works	  for	  the	  promotion	  of	  it	  at	  different	  levels47.	  It	  unifies	  certified	  organic	  primary	  producers,	  processors	  and	   commercializers,	  with	   certifiers,	   researchers	   and	   consumers	   in	   a	   single	  movement	   that	  works	   for	   the	   promotion	   of	   the	   sector	   in	   close	   relations	   with	   the	   government	   since	   1995.	  CACER	  was	  created	  in	  2002	  to	  unify	  the	  interests	  of	  the	  six	  accredited	  private	  certifiers.	  	  On	  the	  public	  side,	  the	  Ministry	  of	  Agriculture,	  the	  National	  Service	  for	  Agro-­‐Food	  Health	  and	   Quality	   (SENASA),	   the	   Exportar	   Foundation,	   the	   Federal	   Investment	   Council	   (CFI),	   the	  Inter	  American	  Institute	  of	  Cooperation	  for	  Agriculture	  (IICA)48	  and	  the	  National	   Institute	  of	  Farming	   Technology	   (INTA)	   have	   permanent	   seats	   on	   the	   commission.	   The	   universities,	  provincial	   governments,	   provincial	   organizations	   related	   to	   the	   organic	   sector	   (e.g.	   Pro	  Mendoza),	   other	   ministries,	   foreign	   governments,	   international	   organizations	   (e.g.	   World	  Bank),	   are	   some	  of	   the	   institutions	   that	   occasionally	   attend	   the	  meetings.	   The	   non-­‐certified	  small	  farmers	  lack	  private	  representation	  in	  the	  commission,	  forcing	  state	  officials	  of	  specific	  areas	  (i.e.	  provincial	  governments	  and	  INTA)	  to	  push	  for	  their	  needs.	  The	  Ministry	  of	  Agriculture	   is	   in	  charge	  of	  ensuring	  the	  accomplishment	  of	  standards	  by	  the	  different	  actors	   in	  the	  chain	  (i.e.	   farmers,	  processors	  and	  commercializers),	   it	  elaborates	  regulations,	   enables	   certifiers,	   audit	   operators,	   and	   publishes	   annual	   reports	   from	   the	   data	  collected	  by	   the	   certifiers.	   Senasa	   is	   the	  operative	  division	  of	   the	  Ministry	   that	   controls	  and	  ensures	   the	   credence	   of	   organic	   production,	   elaborates	   and	   actualizes	   regulations	   and	   is	   in	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  46	  See:	  http://www.alimentosargentinos.gov.ar/contenido/valorAr/Organicos.php	  -­‐	  Last	  check	  5/26/2013.	  47	  For	  more	  information	  see:	  http://www.mapo.org.ar/historia/	  -­‐	  Last	  check:	  23/11/2012.	  48	  IICA	  works	  regionally	  for	  institutional	  strengthening,	  techno-­‐scientific	  capacitation	  and	  collaboration	  in	  agricultural	  projects.	  See:	  www.iica.net	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charge	   of	   compiling	   and	   spreading	   information	   on	   production	   and	   commercialization	   of	  organic	  food	  and	  drinks.	  This	  entity	  monitors	  the	  certifier	  agencies,	  which	  control	  processes	  on	  farm	  and	  ensures	  compliance	  of	  the	  quality	  requirements	  (Law	  25.127,	  1999).	  The	   Ministry	   of	   Agriculture,	   the	   universities	   and	   the	   INTA	   develop	   capacitation,	  promotion	  and	  research	  activities	  dedicated	  to	  the	  domestic	  side,	  while	  Exportar	  Foundation	  provides	  commercial	  advice	  and	  financial	  support	  to	  assist	  to	  international	  trade	  fairs	  (Grasa	  et	  al,	  2010).	  The	  IICA	  institute	  promotes	  capacitation	  at	  Latin	  American	  level.	  There	  are	  also	  financial	  institutions	  that	  support	  programs	  at	  national,	  regional	  and	  local	  level.	   Since	   1959,	   the	   CFI	   has	   provided	   support	   to	   national,	   regional	   and	   local	   R&D	   and	  capacitation	   activities,	   with	   a	   special	   focus	   on	   agriculture	   and	   value	   added 49 .	   At	   the	  international	  level,	  the	  World	  Bank	  and	  the	  Inter-­‐American	  Development	  Bank	  (IDB)	  financed	  part	  of	  the	  programs	  of	  the	  Ministry50.	  The	  frequency	  of	  the	  meetings	  of	  the	  commission	  increased	  during	  the	  implementation	  of	  the	  PRODAO	  program	  (analyzed	  below),	  but	  before	  and	  after,	  the	  frequency	  diminished.	  The	  commission	   identified	   as	   main	   constraints	   to	   the	   expansion	   of	   the	   exports:	   the	   high	  certification	   costs	   for	   small	   farmers,	   and	   the	   low	   development	   of	   the	   certified	   domestic	  market.	  Both	  discourage	  small	  farmers’	  conversion	  to	  organic	  methods.	  The	  inclusion	  of	  small	  farmers	  in	  the	  certified	  organic	  market	  demands	  local	  and	  national	  awareness	  of	   the	  benefits	  of	  organic	   for	  producers	  and	  consumers.	  The	   insignificant	  volume	  consumed	  in	  the	  domestic	  market,	  until	  2011,	  was	  the	  result	  of	  the	  absence	  of	  that	  awareness.	  Although	  some	  courses	  and	  pamphlets	  have	  been	  created	  and	  distributed	  by	  the	  state	  (Act	  14,	  2006:	  2;	  Act	  15,	  2006:	  1),	  the	  main	  reasons	  for	  the	  small	  size	  of	  the	  domestic	  market	  are:	  the	  low	  promotion	  of	  organic	  products,	  the	  lack	  of	  sustained	  offer	  of	  organic	  products	  in	  them	  and	  the	  low	  purchasing	  power	  of	  consumers	  (Ramirez,	  2010:	  16).	  The	  ignorance	  of	  consumers	  of	  what	   constitutes	   an	   organic	   product,	   how	   to	   recognize	   it	   and	   the	   scarce	   public	   and	   private	  investments	  for	  dissemination	  of	  information	  and	  marketing,	  also	  deter	  the	  development	  of	  a	  regulated	   domestic	   market	   (Grasa	   et	   al	   2010).	   As	   a	   result,	   the	   offer	   of	   organic	   products	  follows	  the	  rhythm	  of	  exports,	  thus,	  avoiding	  a	  continuous	  presence	  in	  the	  massive	  domestic	  sale	   channels51.	   The	   little	   development	   of	   the	   domestic	   market	   conditions	   the	   farmers’	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  49	  See	  http://www.cfired.org.ar/Default.aspx?nId=402	  -­‐	  Last	  check:	  22/11/2012.	  50	  Half	  of	  the	  funds	  of	  the	  PRODAO	  program	  (analyzed	  below),	  900,000	  USDs,	  were	  provided	  by	  the	  IDB	  (Grasa	  et	  at,	  2010),	  but	  in	  general	  terms	  Argentina	  has	  received	  little	  international	  cooperation	  in	  comparison	  to	  other	  countries	  (Interview	  Soria,	  6/3/2013).	  51	  In	   this	   regard,	   the	   expansion	   of	   local	   and	   national	   markets	   should	   be	   done	   balancing	   offer	   and	  demand:	  supply	  excess	  can	  discourage	  producers	   for	  not	  being	  able	   to	  sell	   their	  products,	  while	  over	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learning	   possibilities	   for	   becoming	   exporters,	   whereas	   a	   bigger	   domestic	   market	   could	  contribute	  to	  engaging	  small-­‐scale	  farmers’	  participation	  in	  trade	  channels	  (Grasa	  et	  al,	  2010).	  Argentina’s	   third	   party	   certification	   system	   demands	   independence	   of	   the	   controller	  agencies	  from	  the	  production	  and	  commercialization	  of	  goods,	  the	  documentation	  of	  the	  work	  performed	  and	  a	  high	  qualification	  of	  the	  personal	  of	  the	  certifiers’	  agencies	  (Ramirez,	  2010).	  This	  certification	  can	  result	  costly	  for	  small	  farmers52,	  but	  the	  fact	  that	  95%	  of	  the	  production	  is	  exported	  is	  thanks	  to	  the	  strict	  certification	  system	  (Grasa	  et	  al,	  2010:	  3).	  The	  positions	  of	  the	   different	   institutions	   of	   the	   commission	   regarding	   the	   certification	   system	   of	   Argentina	  are	   in	   conflict.	   While	   MAPO,	   CACER	   and	   Senasa	   defend	   the	   current	   system	   based	   on	   the	  international	   reputation	   that	   it	   provides	   to	   the	   country,	   the	   INTA	   and	   the	   provincial	  governments	  argue	  that	  other	  systems	  could	  be	  more	  inclusive	  and	  spread	  organic	  methods	  among	  farmers.	  These	  last	  representatives	  suggested	  the	  adoption	  of	  systems	  based	  on	  trust,	  like	   the	   participatory	   systems	   where	   farmers’	   associations	   control	   and	   certify	   each	   other,	  reducing	   the	   certification	   costs	   (e.g.	   Brazil).	   Even	   though	   this	   system	   could	   allow	   the	  commercialization	  of	   products	   only	   for	   the	  domestic	  market,	   it	   could	   coexist	  with	   the	   third	  party	   certification	   imposed	   by	   the	   international	   demand,	   maintaining	   and	   even	   increasing	  exports,	  as	  more	  farmers	  could	  increase	  incomes	  by	  selling	  in	  the	  domestic	  market	  thus	  being	  able	   to	   certify	   for	   exporting	   shortly	   after.	   But	   MAPO,	   CACER	   and	   SENASA	   argued	   that	   the	  Participatory	  Guaranty	  Systems	  (PGS)	  are	  not	  trustful	  and	  the	  implementation	  of	  them	  would	  hinder	  Argentina’s	  respected	  reputation.	  	  The	   inclusion	  of	   small	   farmers	   in	  organic	  production	  depends	  mainly	  on	   four	   variables:	  their	  knowledge,	  information	  and	  economic	  support;	  their	  capacity	  to	  create	  associations	  with	  managerial	  capabilities;	  the	  certification	  system;	  and	  the	  domestic	  market.	  All	  these	  variables	  interlink	   and	   affect	   each	   other.	   For	   example,	   high	   knowledge	   and	   information	   can	   provide	  farmers	  with	  the	  ability	  to	  develop	  high	  yields,	  with	  high	  constant	  volumes	  that	  reach	  export	  markets	  and	  justify	  conversion	  costs.	  For	  this	  to	  happen	  initial	  investments	  must	  be	  high	  and	  knowledge	  should	  be	  sufficient	   to	  ensure	   low	  risks.	  This	   ideal	   situation	  rarely	  characterizes	  Argentinean	  small	   farmers,	  but	   rather	  medium	  size	  entrepreneurs.	  Many	  small	   farmers	   that	  already	   apply	   agro-­‐ecological	   farm	   practices	   produce	   mainly	   for	   their	   subsistence	   and	  commercialize	   small	   surpluses.	   Most	   of	   the	   time,	   these	   farmers	   lack	   the	   knowledge,	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  demand	  can	  create	  dissatisfaction	  among	  consumers	  for	  not	  being	  able	  to	  find	  the	  requested	  products;	  making	  both	  situations	  a	  risk	  to	  the	  development	  of	  the	  market	  (Ramirez,	  2010:	  16).	  52	  The	  certification	  represents	  a	  barrier	  to	  entry	  of	  the	  sector	  as	  it	  is	  an	  obstacle	  that	  diminish	  entrepreneurs’	  will	  to	  develop	  a	  business.	  Once	  overcome	  it	  can	  become	  a	  comparative	  advantage	  over	  other	  actors	  (Exportar,	  2009).	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information,	   funds	   or	   capabilities	   to	   join	   the	   certified	   organic	   business.	   Their	   mistrust	   in	  government	   institutions	   also	   diminishes	   their	   intentions	   to	   convert	   to	   organic.	   The	   current	  conditions	   of	   small	   farmers	   are	   a	   consequence	   of	   the	   historical	   favoritism	   that	   successive	  governments	   developed	   with	   the	   implementation	   of	   the	   different	   Ricardian	   strategies	   that	  benefited	   a	   small	   group	   of	   rural	   exporter	   elite	   (see	   chapter	   3).	   By	   empowering	   them,	   the	  government	   maintained	   close	   relations	   to	   a	   small	   elites	   group	   that	   could	   provide	   the	  resources	   to	   support	   their	   policies.	   However,	   while	   governments	   changed,	   these	   elites	  survived.	   The	   rural	   elites	   are	   a	   mix	   of	   old	   and	   new	   powerful	   exporters	   that	   accumulated	  enough	   resources	   to	   influence	   political	   decision-­‐making.	   Through	   Argentinean	   history	   they	  achieved	   enough	   power	   to	   limit	   state	   initiatives	   that	   could	   favor	   the	   development	   of	   small	  farmers.	   On	   the	   other	   hand,	   as	   time	   passed,	   governments	   lacked	   the	  motivation	   to	   develop	  these	  initiatives,	  as	  the	  possible	  resources	  small	  farmers	  could	  generate	  reduced	  significantly	  over	  time,	  together	  with	  their	  number,	  capabilities,	  organization	  and	  power.	  Some	  of	  the	  main	  actors	  of	  the	  agricultural	  ruling	  elite	  emerged	  during	  the	  ‘Desert	  Campaigns’	  (see	  Chapter	  3).	  Although	   it	   implies	  a	  huge	  challenge	  because	   it	  means	  acting	  against	  rural	  elites’	   traditional	  interests,	   organizing	   and	   including	   small	   farmers	   into	   the	   organic	   business	   could	   increase	  export	  volumes	  while	  spreading	  wealth	  into	  the	  lower	  classes.	  	  The	   development	   of	   associations	   with	   strong	  managerial	   capabilities,	   besides,	   reducing	  costs	   of	   spreading	  knowledge	   and	   information,	   could	   also	   reduce	   certification	   costs	  making	  use	   of	   the	   Resolution	   42/9454	  of	   the	   Argentinean	   legal	   framework.	   This	   Resolution	   allows	  organic	   farmers	   to	   self-­‐certify	   their	   products	   for	   commercializing	   on	   the	   domestic	   market.	  Created	   in	  1994,	   the	  Resolution	  responded	  to	  the	   inquiries	  of	  small	   farmer	  associations	  and	  established	   that	   the	   associations	   aiming	   to	   act	   as	   certifiers	   must	   conform	   a	   certification	  commission,	   with	   members	   not	   related	   to	   the	   partners,	   and	   additionally	   hire	   external	  inspectors	  (Ramirez,	  2010:	  12-­‐13).	  This	  resolution	  was	  very	  demanding	  on	  the	  associations55,	  and	  because	  of	   their	   lack	  of	  managerial	   capacity,	   the	   certification	   costs	   increased	   to	   similar	  values	  to	  the	  third	  party	  certification	  making	  the	  option	  pointless,	  especially	  considering	  the	  slow	   development	   of	   the	   domestic	   market	   and	   the	   impossibility	   of	   exporting	   with	   this	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  54	  Available	  on:	  http://www.alimentosargentinos.gov.ar/contenido/valorAr/organicos/normativa/Res_42_94.pdf	  -­‐	  Last	  check	  3/25/2013	  55	  Self	  certifier	  association	  must	  inspect	  the	  facilities	  and	  productive	  units	  at	  least	  once	  a	  year,	  the	  inspections	  must	  be	  done	  by	  independent	  qualified	  and	  credited	  professionals	  that	  are	  evaluated	  by	  Senasa,	  among	  other	  requirements.	  The	  law	  does	  not	  allow	  group	  certification	  or	  the	  inspection	  of	  a	  sample	  of	  producers,	  and	  the	  state	  does	  not	  favor	  any	  type	  of	  certification	  or	  certifier	  over	  others	  (Ramirez,	  2010:	  12-­‐15).	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certification	  type56.	  Only	  two	  associations,	  called	  APROBA	  and	  APRI	  of	  ten	  farmers	  each	  took	  advantage	  of	  this	  opportunity	   right	  after	   the	   resolution	  was	  made.	  These	  experiences	   lasted	  only	  4	  years	  and	  showed	   bad	   results.	   The	   records	   of	   exercising	   self-­‐controlled	   certifier	   cooperatives	   were	  regrettable,	   productions	  were	   atomized,	   very	   conflictive	   and	   they	   had	   no	   true	   control	   over	  farming	   practices	   (Act	   15,	   2006:	   3).	   The	   failure	   of	   these	   initiatives	   was	   due	   to	   insufficient	  organization	  and	  management	  capacity	  of	  the	  associations	  who	  were	  also	  discouraged	  by	  the	  low	  demand	  of	  certified	  organic	  products	   in	   the	   local	  market	  (Ramirez,	  2010:	  18).	  To	  work,	  this	  option	  demands	  a	  domestic	  market	  willing	  to	  pay	  extra	  for	  organic	  certified	  products	  to	  justify	   the	  certification	  costs.	   If	   the	  domestic	  market	   is	  based	  on	   trust,	  due	   to	   the	  social	  and	  geographical	  proximity,	  it	  does	  not	  justify	  certification	  costs	  and	  farmers	  would	  work	  outside	  the	   certification	   system.	   This	   situation	   characterizes	   Argentina’s	   current	   domestic	   market	  where	  certified	  and	  non-­‐certified	  organic	  products	  share	  shelves	  and	  markets	  (Interview	  Ullé,	  2/7/2013).	   For	   this	   reason,	   the	   Argentinean	   system	   needs	   to	   improve	   the	   management	  capabilities	   of	   associations	   through	   state	   programs	   (Ramirez,	   2010:	   17).	   The	   existing	  associations	  lack	  economic	  and	  financial	  resources,	  facilities	  and	  equipment,	  staff	  and	  general	  organization	   and	  managerial	   skills,	   which	   played	   an	   important	   role	   in	   their	   failure	   as	   self-­‐certifiers	  (Ramirez,	  2010:	  15).	  	  Although	   the	   organic	   law	   and	   the	   mainstream	   position	   in	   the	   commission	   argue	   that	  certification	  systems	  based	  on	  affidavit	  are	   insufficient	   for	  ensuring	   the	  credence	   in	  organic	  products,	  the	  application	  of	  PGS	  would	  also	  be	  condemned	  to	  fail,	  for	  the	  same	  reason,	  as	  PGS	  also	  demand	  managerial	  capabilities	  in	  the	  associations.	  The	  lack	  of	  them	  in	  Argentina’s	  rural	  structure	  is	  a	  consequence	  of	  the	  legacy	  of	  the	  previous	  development	  strategies	  that	  favored	  land	  concentration,	  speculation	  and	  land	  lease	  (see	  chapter	  3).	  The	  historical	  development	  of	  neighboring	   countries	   (i.e.	   Brazil,	   Peru	   and	   Chile)	   was	   very	   different	   from	   Argentina’s	  resulting	  in	  a	  social	  structure	  that	  allowed	  the	  emergence	  of	  strong	  farmer	  associations,	  and	  with	   them	  the	  successful	  application	  of	  participatory	  certification	  models	   in	   those	  countries	  (Act	  19,	  2007:	  5).	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  56	  Even	  though	  the	  legal	  framework	  does	  not	  fix	  cost	  and	  certification	  fees,	  the	  two	  examples	  of	  farmer	  associations	  approved	  for	  certifying	  charged	  a	  fixed	  annual	  value,	  independent	  from	  the	  monitoring	  area	  and	  the	  production	  volume,	  that	  was	  lower	  than	  the	  certification	  costs	  of	  the	  private	  certifiers	  (Ramirez,	  2010:	  14)	  but	  it	  was	  not	  low	  enough.	  Research	  showed	  that	  certification	  costs	  of	  certification	  of	  the	  small	  farmers’	  associations	  were	  higher	  than	  the	  private	  counterpart	  if	  farmer	  associations	  were	  conformed	  with	  less	  than	  16	  members.	  But	  even	  if	  they	  are	  more	  than	  16,	  the	  cost	  difference	  was	  not	  very	  significant	  (Interview	  Soria,	  6/3/2013).	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Cooperativism	   and	   associativism	   are	   key	   for	   the	   integration	   of	   small	   farmers	   in	   the	  certified	  organic	  business	  and	  the	  state	  should	  encourage	  them	  (Act	  19;	  21;	  22;	  23).	  Besides	  reducing	   certification	   costs,	   productive	   associations	   can	   boost	   the	   technical,	   financial	   and	  human	  resources	  through	  group	  synergy.	  The	  scale	  allows	  associative	  access	  to	  infrastructure,	  machinery	   and	  equipment,	   it	   optimizes	   the	   conditions	   to	  negotiate	  with	   intermediaries	   and	  brokers,	   as	   well	   as	   allowing	   purchasing	   bonuses	   of	   inputs	   and	   facilitates	   and	   access	   to	  financial	  assistance.	  Associative	  forms	  can	  also	  reduce	  investment	  risks	  and	  the	  weight	  of	  the	  tax	   burden.	   “Once	   the	   producers	   associate,	   the	   tasks	   are	   dynamically	   shared	   and	   decisions	  
accelerate”	   (Exportar,	   2009:	   271).	   Associations	   can	   lower	   the	   barriers	   for	   the	   inclusion	   of	  small	   farmers	   into	  the	  organic	  business	  and	  increase	  production.	  Successful	  examples	  of	   the	  above	  can	  be	  found	  in	  Brazil,	  Chile,	  Peru,	  Kenya,	  The	  Philippines,	  and	  others	  (Chapter	  2).	  Although	  it	  is	  true	  that	  the	  Argentinean	  organic	  system	  shows	  “…a	  tendency	  to	  consolidate	  
in	  large	  and	  medium	  producers,	  while	  small	  farmers	  have	  been	  disappearing”	  (Act	  22,	  2008:	  2),	  the	   concentration	   process	   is	   not	   only	   due	   to	   the	   restrictive	   certification	   system	   and	   the	  agricultural	   structure	   imposed	   through	   years	   of	   export	   commodity	   promotion.	   The	   small	  domestic	   market,	   reduces	   small	   farmers’	   possibilities	   of	   progressively	   increasing	   their	  commercial	  surpluses	  within	  the	  certified	  commercial	  chain,	  and	  the	  low	  associative	  capacity	  does	  not	  allow	  cost	  reduction,	  information	  exchange,	  volume	  increase,	  or	  other	  benefits.	  The	  new	  developments	   of	   the	   domestic	  market	   bring	  new	  hope	   for	   the	   increase	   of	   the	   certified	  small	  farmers.	  As	   the	   commission	   understands,	   the	  main	   challenge	   for	  Argentina’s	   organic	   sector	   is	   to	  include	   small	   farmers	   while	   providing	   guarantee	   and	   avoid	   unfair	   competition.	   For	   that	  purpose,	   it	   is	   necessary	   to	   develop	   technical	   assistance	   programs,	   input	   facilitation,	  management	  and	  associativism.	  At	  the	  same	  time,	  it	   is	  also	  necessary	  to	  create	  awareness	  in	  the	  population	   to	   grow	  domestic	   demand	   (Act	   23,	   2008:	   4).	   But	   other	   certification	   systems	  could	  promote	  a	  faster	  inclusion	  of	  small	  farmers.	  The	  implementation	  of	  the	  public	  and	  semi-­‐public	   certification	   system57,	  which	   implies	   that	   the	   state	   creates	   an	   independent	   organism	  qualified	  to	  certify	   farm	  practices,	  could	  reduce	  the	  costs	  of	  certification	  for	  small	   farmers58,	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  57	  In	  the	  public	  certification	  model,	  civil	  servants	  (independent	  from	  other	  activities)	  are	  in	  charge	  of	  certifying	  and	  controlling.	  In	  the	  semi-­‐public	  model,	  an	  organism	  separated	  from	  the	  public	  authority	  elaborates	  the	  certification.	  58	  This	  type	  of	  certification	  allows	  the	  efficient	  allocation	  of	  resources,	  saving	  financial	  and	  human	  resources	  that	  can	  be	  translated	  in	  lower	  certification	  costs	  (IICA,	  2010:	  7).	  The	  bad	  economic	  situation	  that	  the	  Argentinean	  certifiers	  currently	  confront	  encourages	  the	  change	  of	  the	  certification	  system	  (Interview	  Ramirez,	  2/7/2013).	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maintaining	  the	  export	  validity,	  as	  it	  is	  system	  recognized	  by	  the	  EU	  and	  other	  importers.	  The	  adoption	   of	   this	   certification	   system,	   implemented	   efficiently,	   could	   bust	   the	   certified	   local	  market,	   promoting	   small	   farmers’	   certification	   and	   their	   inclusion	   in	   the	   sector,	   increasing	  sales	  of	  organic	  products	  and	  small	  farmers’	  income	  (Act	  22,	  2008:	  2).	  	  To	  sum	  up,	  Argentina’s	  framework	  allows	  self-­‐certification	  by	  small	  farmers’	  associations,	  but	  the	  reality	  of	  the	  associations	  shows	  the	  lack	  of	  capabilities	  to	  meet	  the	  requirements	  (Act	  15,	  2006:	  3).	  The	   implementation	  of	   guarantee	   systems	  without	   the	  development	  of	   farmer	  associations	   with	   strong	   managerial	   capabilities	   will	   not	   solve	   the	   problem	   and	   it	   could	  increase	  the	  fraud	  cases,	  jeopardizing	  the	  credibility	  and	  image	  of	  Argentinean	  products.	  But,	  the	   current	   restrictive	   legal	   framework	  works	   as	   a	   barrier	   to	   entry	   for	   small	   farmers,	  who	  hold	   the	   production	   possibilities	   of	   Argentina,	   restricting	   the	   domestic	  market,	   diminishing	  the	  export	  capacity	  of	  the	  country,	  and	  limiting	  growth	  possibilities	  of	  small	  producers	  and	  of	  the	   organic	   sector	   in	   general.	   An	   alternative	   framework,	   as	   the	   public	   and	   semi	   public	  certification,	  developed	  in	  Spain	  and	  Denmark,	  accompanied	  by	  state	  support	  policies,	  could	  not	  only	  boost	   the	  domestic	  organic	  market	  supply	  but	  also	   the	  external	  market	  offer	   (IICA,	  2010).	  	  
5.3.	  Limited	  state	  action	  This	  section	  analyzes	  the	  actions	  and	  inactions	  of	  the	  state,	  as	  both	  are	  significant	  policy	  choices	  that	  delimitate	  the	  development	  path	  of	  the	  country	  and	  the	  future	  of	  the	  sector.	  This	  section	  also	  provides	  a	  review	  of	  the	  main	  constraints	  that	  state	  institutions	  have	  to	  confront	  and	   the	   objectives	   and	   accomplishments	   of	   the	   programs	   elaborated.	   From	   a	   productivity	  angle,	   this	   section	  analyzes	   the	  policies	   for	   the	  encouragement	  of	   small	   farmers’	   conversion	  and	  the	  creation	  of	  associations	  that	  can	  contribute	  to	  increase	  production.	  	  The	   small	   funds,	   the	   centralization	   of	   resources,	   the	   coordination	   problems,	   the	   lack	   of	  strategic	   planning,	   the	   absence	   of	   a	   common	   objective	   and	   the	   delays	   in	   policy	  implementation	  and	  decision-­‐making	  resulted	  in	  limited	  state	  promotion	  of	  the	  organic	  sector.	  This	  section	  shows	  that	  the	  problems	  of	  the	  state’s	  contribution	  led	  to	  the	  duplicity	  of	  efforts,	  avoided	  focusing	  on	  key	  issues	  to	  promote	  the	  development	  of	  the	  sector	  and	  did	  not	  aim	  to	  change	  the	  social	  structure	  of	  the	  Argentinean	  rural	  class.	  	  The	  main	  challenges	  that	  Argentinean	  institutions	  have	  to	  deal	  with	  are	  the	  small	  budgets,	  lack	  of	  resources	  and	  the	  excess	  of	  bureaucracy	  (Calá	  et	  al,	  2006).	  The	  political	  instability	  and	  the	  rotation	  of	  high	  rank	  officials	  affect	  the	  continuity	  of	  programs,	  delay	  decisions	  and	  hinder	  the	   development	   of	   long-­‐term	   planning.	   The	   linking	   between	   public	   and	   private	   spheres	   is	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very	   positive59,	   as	   shown	   with	   the	   functioning	   of	   the	   commission,	   which	   keeps	   active	   the	  relation	   between	   the	   state	   and	   the	   business	   actors,	   partially	   accomplishing	   Sabel’s	  developmental	   associations’	   concept	   (See	   Chapter	   2).	   But	   the	   under-­‐representation	   of	   non-­‐certified	  small	  farmers	  cannot	  be	  overlooked.	  Because	  of	  their	  lack	  of	  organization,	  small	  non-­‐certified	   farmers	   are	   not	   able	   to	   fight	   for	   seats	   in	   the	   commission.	   Also	   the	   under-­‐representation	   of	   the	   provinces,	   which	   do	   not	   assist	   to	   the	   meetings,	   creates	   a	   federal	  problem60.	  Many	  of	  the	  policies	  applied	  to	  organic	  production	  respond	  to	  social	  objectives	  more	  than	  economic	  issues,	  making	  the	  promotion	  of	  this	  activity	  a	  mean	  more	  than	  an	  end	  in	  itself.	  The	  promotion	   of	   organic	   agriculture	  was	   used	   in	   response	   to	   problems	   like	   the	   integration	   of	  indigenous	  communities,	  illnesses	  resulting	  from	  the	  usage	  of	  chemicals	  and	  fertilizers,	  rural	  poverty,	   and	   tourist	   development.	   Also,	   the	   fact	   that	   many	   programs	   are	   not	   exclusively	  destined	   to	   the	   organic	   sector,	   sharing	   funds	   and	   efforts	   with	   other	   sectors,	   reveals	  coordination	  problems	  between	  state	  agencies	  (Act	  19,	  2007:	  6).	  These	  programs	  often	  do	  not	  increase	   exports,	   because	   their	   objectives	   are	   only	   partially	   related	   to	   profitability.	   For	  example	  the	  Ministry	  of	  Social	  Development	  finances	  one	  of	  the	  main	  organic	  fairs	  in	  Buenos	  Aires	   and	  most	   producers	   sell	   organic	   products	  without	   certification.	   Although	   they	  would	  like	   to	   certify,	   the	   program	   limited	   itself	   to	   provide	   a	   space	   for	   social	   exchange	   that	   linked	  producers	  and	  consumers	  in	  a	   fair	  and	  did	  not	  attain	  certification	  needs	  (Interview	  Virreira,	  1/19/2013).	  The	   sector	   lacks	   strategic	   planning.	   Without	   strategic	   planning,	   different	   institutions	  overlap	   each	   others’	   areas	   of	  work.	   For	   example,	   the	   capacitation	   and	   promotion	   tasks	   are	  performed	   by	   Senasa,	   INTA,	   SEGPyA,	   SEPyME,	   CFI,	   Exportar	   Foundation,	   universities,	   and	  others,	  and	   the	  domestic	  market	  promotion	   is	  pursued	  by	  CFI	  and	  regional	  organizations	  at	  the	   same	   time.	   Strategic	   planning	   could	   avoid	   the	   duplicity	   of	   efforts	   coordinating	   different	  initiatives.	  A	   future	  vision	  could	  be	  agreed	  and	   the	  problems	  of	   the	  sector	  could	  be	  studied,	  resulting	   in	  shared	  knowledge	  of	  the	  needs	  and	  findings	  (Act	  17,	  2007:	  2).	  The	  creation	  of	  a	  structural	   plan	   for	   promoting	   agricultural	   production	   could	   diversify	   priorities	   of	   the	  programs	  that	  directly	  or	  indirectly	  reach	  the	  organic	  sector.	  In	  this	  way,	  a	  better	  use	  of	  funds	  could	   be	   promoted	   increasing	   productivity,	   learning	   and	   promoting	   independence	   in	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  59	  The	  cooperation	  and	  feedback	  of	  the	  state	  and	  the	  business	  sector	  can	  be	  proved	  for	  example	  with	  the	  creation	  of	  a	  division	  for	  organic	  production	  in	  the	  INTA	  or	  with	  the	  5%	  reduction	  of	  export	  tax	  for	  organic	  products	  attending	  the	  needs	  of	  the	  producers	  association	  (Act	  23,	  2008:	  3;	  Act	  26,	  2009:	  4).	  60	  At	  least	  one	  provincial	  representative	  was	  present	  only	  in	  9	  of	  the	  22	  meetings	  between	  2005	  and	  2011	  (Acts	  9	  to	  31	  except	  for	  Act	  16	  that	  has	  not	  been	  published).	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beneficiaries,	   while	   maintaining	   the	   social	   benefit	   approach.	   Also	   a	   strategic	   plan	   could	  contribute	   to	   improving	   the	   interaction	   between	   ministries	   that	   is	   very	   much	   needed,	  especially	   at	   the	   regional	   level	   (Interview	   Landa,	   1/22/2013).	   This	   lack	   of	   coherence	  constrains	   the	   successful	   learning	   of	   producers	   as	   it	   does	   not	   unify	   objectives,	   confusing	  entrepreneurs	  and	  consumers.	  The	  lack	  of	   identification	  of	  clear	  and	  common	  goals	  by	  state	  agencies	  discourages	  business	  sector	  incentives	  to	  invest	  in	  knowledge	  building.	  	  Six	  years	  ago,	  part	  of	  the	  private	  sector	  delivered	  a	  National	  Plan	  for	  the	  Organic	  Sector	  to	  the	   Ministry	   of	   Economy,	   concerning	   the	   development	   of	   producers,	   the	   promotion	   of	   the	  domestic	   market,	   funds	   for	   the	   harmonization	   of	   international	   standards	   and	   the	  strengthening	   of	   entities,	   that	   is	   still	   waiting	   for	   approval	   (Act	   18,	   2007:	   4-­‐5).	   Instead,	  between	  2008	  and	  2011,	   the	  “Project	   for	  Organic	  Agricultural	  Development”	  (PRODAO)	  was	  implemented	   to	   provide	   technical,	   administrative	   and	   commercial	   knowledge	   needed	   to	  increase	  export	  volumes,	  respond	  to	  export	  market	  needs,	   improve	  quality	  and	  add	  value	  to	  organic	  productions61.	  The	  program	  expanded	  the	  organic	  area	  and	  the	  national	  volume	  and	  value	   of	   exports	   of	   organic	   products,	   created	   a	   critical	   mass	   specialized	   producers,	   and	  consolidated	  the	  concepts	  of	  environmental	  protection	  and	  sustainability	  of	   the	  activity.	  But	  this	  project	  did	  not	  escape	  the	  resource	  allocation	  problems	  that	  characterize	  the	  Argentinean	  state’s	  approach	  to	  the	  sector.	  Even	  though	  half	  of	  the	  funds	  of	  the	  program	  (provided	  by	  the	  IDB)	  were	  ready	  for	  launching	  it	  in	  2001,	  the	  PRODAO	  was	  delayed	  until	  2008	  because	  of	  the	  lack	  of	  funds	  of	  the	  national	  government62	  (Grasa	  et	  al,	  2010).	  The	  total	  program	  funds	  were	  less	  than	  two	  million	  USDs.	  Even	   so,	   the	   PRODAO	  project	   developed	   six	   research	   lines,	   supported	  60	   ‘pilot	   units’	   of	  organic	   producers	   under	   conversion,	   trained	   236	   advisors	   specialized	   in	   different	   organic	  food	   chains63,	   financed	   four	   lines	   of	   investigation	   with	   the	   objective	   of	   developing	   new	  alternatives	   to	   add	   value	   to	   primary	   production64,	   and	   increased	   the	   institutional	   strength	  
	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  61	  See:	  http://www.alimentosargentinos.gov.ar/contenido/valorAr/Organicos.php	  -­‐	  last	  check	  5-­‐21-­‐2013.	  62	  The	  original	  program	  was	  presented	  to	  the	  government	  in	  1999	  as	  PRONAO,	  and	  even	  though	  it	  was	  approved	  and	  had	  3	  million	  USDs	  funded	  by	  IICA,	  it	  never	  started.	  The	  reasons	  were	  varied:	  there	  was	  no	  operational	  structure	  to	  execute	  it,	  state	  funds	  were	  delayed,	  government	  officials	  changed,	  among	  others	  (Interview	  Landa,	  1/22/2013).	  63	  The	  low	  amount	  of	  trained	  advisors	  is	  because	  the	  courses	  were	  highly	  time	  demanding,	  with	  exams	  and	  essays	  that	  determined	  the	  approval	  or	  failure	  (Act	  28,	  2009:	  2).	  	  64	  Research	  sought	  to	  focused	  on	  organic	  fruits	  and	  vegetables	  chains,	  to	  create	  technologies	  for	  the	  product	  of	  wine,	  and	  olives	  industrial	  chains.	  See:	  (http://www.alimentosargentinos.gov.ar/contenido/valorAr/Organicos.php).	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through	  capacitation,	   technical	   assistance	  and	  dissemination	  of	  organic	   culture65.	  Except	   for	  the	   60	   pilot	   units	   of	   the	   PRODAO	   program,	   Argentinean	   producers	   do	   not	   receive	   direct	  benefits,	   unlike	   EU	   and	   US	   producers,	   for	   converting	   into	   organic.	   Although	   producers	   do	  receive	   indirect	  benefits,	  as	   the	   financing	  of	   some	  research	  activities,	   capacitation	  programs	  or	   the	   support	   for	   exporters	   of	   differentiated	   products;	   these	   are	   insufficient	   to	   foster	  production.	  	  The	   main	   challenge	   that	   farmers	   have	   to	   confront	   is	   technological.	   For	   farmers,	   it	   is	  difficult	   to	   elaborate	   a	   profitable	   diversified	   system	   that	   allows	   them	   to	   maintain	   high	  production	   and	   biodiversity	   levels	   within	   the	   agro-­‐technological	   practices.	   “The	   capacity	  
building	  groups	  are	  very	  small	  and	  cannot	  manage	  to	  pass	  the	  knowledge	  to	  the	  farmers.	  This	  is	  
the	  main	  constraint	  to	  increase	  production”	  (Interview	  Ullé,	  2/7/2013).	  Some	  farmers	  do	  not	  increase	  their	  knowledge	  because	  they	  lack	  access	  to	  it;	  others	  do	  not	  know	  the	  benefits	  that	  it	  entails	   or	   lack	   of	   interest	   in	   them.	   In	   any	   case,	   development	   programs	   should	   provide	   the	  tools	  and	  incentives	  to	  engage	  farmers	  to	  convert	  to	  organic.	  Calá	   et	   al	   (2006)	   made	   a	   field	   work	   that	   showed	   that	   most	   organic	   farmers	   have	   the	  conditions	  to	  clearly	  define	  their	  main	  needs	  to	  the	  state	  in	  matters	  related	  with	  production,	  but	   only	   those	   that	   have	   a	   more	   strategic	   vision	   and	   a	   profound	   knowledge	   of	   the	   sector,	  demanded	   support	   in	   topics	   as	   quality	   management,	   organizational	   design	   or	   social	  responsibility.	  Most	   of	   the	   small	   farmers’	   demands	   are	   related	   to	   subsidies	   or	   tax	   reliefs	   to	  cover	   certification	   expenses,	   participation	   in	   international	   expositions,	   protection	   against	  transgenic	   contamination	   and	   support	   to	   create	   associations.	   On	   the	   other	   hand,	   the	   large	  producers’	   demands	   are	   linked	   to	   the	   implementation	   of	   systems	   of	   international	   quality	  certification.	   All	   producers	   demanded	   better	   credit	   management,	   R&D,	   the	   promotion	   of	  organic	   products	   and	   the	   simplification	   of	   bureaucratic	   formalities	   (Calá,	   2006:	   40).	   This	  shows	  a	  need	  to	  develop	  learning	  rents	  at	  different	   levels	   in	  the	  business	  sector,	  demanding	  that	  state	  policies	  adjust	  to	  the	  different	  possibilities	  of	  the	  sector’s	  entrepreneurs.	  	  At	   the	   national	   level,	   capital	   requirements	   can	   thwart	   entrepreneurs	   to	   enter	   and	  maintain	  themselves	  in	  the	  organic	  business.	  Due	  to	  the	  lack	  of	  financing	  and	  loans	  with	  low	  interest	  rates	  dedicated	  to	  encouraging	  organic	  production	  in	  Argentina,	  lending	  facilities	  and	  other	  benefits	  for	  producers	  would	  help	  to	  overcome	  the	  investment	  entry	  barrier	  and	  could	  encourage	   conversion	   and	   investments	   (Exportar,	   2009).	   The	   only	   two	   organizations	   that	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  65	  The	  total	  of	  1,457	  people	  assisted	  to	  seminaries	  for	  the	  diffusion	  of	  the	  organic	  culture	  (See:	  http://www.alimentosargentinos.gov.ar/contenido/valorAr/organicos/documentos/ResumenEjecucionPRODAO_Oct2008_%20Jun2011.pdf).	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provide	  funds	  for	   farmers,	  and	  could	  stimulate	  conversion	  are	  not	  exclusively	  dedicated	  nor	  do	   they	   have	   exclusive	   programs	   for	   developing	   organic	   productions66.	   Small	   farmers	   find	  difficulties	   accessing	   finance,	   as	   they	   have	   to	   compete	   with	   many	   other	   entrepreneurial	  initiatives	   and	  many	   times	   they	   lack	   of	   knowledge	   to	   successfully	   complete	   the	   application	  process	   (Calá,	   2006).	  Many	   farmers	   also	  have	   to	   confront	   structural	  problems,	   such	  as	   long	  distance	   to	  main	  markets,	   relatively	   small	   scale	  of	   the	  exports,	  high	   costs	  of	  promotion	  and	  representation,	  that	  demand	  associations	  and	  state	  support	  (Exportar,	  2009).	  “The	  creation	  of	  
associations	  of	  small	  farmers	  needs	  at	  least	  five	  years	  plans,	  that	  not	  only	  support	  the	  conversion	  
period	  but	  that	  contribute	  to	  create	  capabilities	  in	  producers”	  (Interview	  Landa,	  1/22/2013).	  At	   the	   same	   time,	   there	   is	   a	   need	   to	   develop	   policies	   that	   allow	   increasing	   regional	  integration	  within	  Latin	  America,	  as	  it	  can	  increase	  business	  opportunities	  for	  direct	  exports	  and	  for	  input	  provision,	  and	  can	  provide	  a	  greater	  bargaining	  power	  against	  the	  international	  markets.	  The	  regional	  integration	  and	  the	  increase	  of	  trade	  between	  Latin	  American	  countries	  can	   contribute	   to	   breaking	   the	   core-­‐periphery	   dependency	   that	   traditionally	   framed	  Argentina’s	   development,	   diversifying	   export	   destinations.	   Agreements	   on	   guarantee	  compliance	  can	  expand	  markets	  while	   lowering	  costs	   for	  small	   farmers.	  Until	  now,	   IICA	  and	  PROCISUR67	  coordinated	   programs	   for	   the	   exchange	   of	   information	   and	   experiences,	   but	  much	   more	   can	   be	   done.	   The	   commission	   identified	   the	   lack	   of	   accurate	   data	   on	   exports,	  prices	  and	  global	  markets	  of	  organic	  products,	  and	  the	  problems	  of	  reconciling	  standards	   in	  different	  countries	  as	  obstacles	  for	  the	  regional	  development	  of	  the	  sector	  (Act	  30,	  2010:	  2).	  There	  is	  a	  lack	  of	  coordination	  among	  public	  and	  private	  efforts	  and	  the	  predominance	  of	  incidental	  issues	  in	  the	  commission	  that	  do	  not	  solve	  the	  small	  producers	  inclusion	  problems	  (Grasa	   et	   al,	   2010),	   reveals	   the	   lack	   of	   interest	   from	   state	   in	   transforming	   the	   current	  structure	  of	   the	  rural	  class.	  The	  evident	  centralization	  of	  resource	  allocation	  by	  the	  national	  government	   and	   institutions	   works	   to	   favor	   and	   maintain	   the	   social	   structure,	   and	   shows	  mistrust	   in	   other	   institutions.	   This	   power	   centralization	  within	   the	   state’s	   framework,	   does	  not	   give	   place	   to	   collaborative	   relations,	   hampering	   coordination,	   the	   establishment	   of	  priorities	   and	   ultimately	   hindering	   development.	   This	   also	   produces	   that	   the	   state	   action	  
	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  66	  Of	  these	  two,	  the	  Secretary	  of	  the	  Small	  and	  Medium	  Enterprise	  and	  Regional	  Development	  (SEPyME)	  encourages	  collaboration	  and	  gives	  capacitation	  and	  financial	  loans	  to	  entrepreneurs	  organic	  or	  not	  (Available	  in	  http://www.sepyme.gob.ar/	  -­‐	  12/10/2012)	  and	  the	  CFI	  finances	  agricultural	  value	  added	  chains	  not	  necessarily	  related	  to	  organic	  production	  (see	  on	  www.cfi.gov.ar/	  -­‐	  12/10/2012)	  67	  PROCISUR	  is	  an	  organization	  that	  groups	  the	  Mercosur	  countries	  (Argentina,	  Brazil,	  Paraguay,	  Uruguay	  and	  Venezuela)	  with	  Bolivia	  and	  Chile.	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many	   times	   lacks	   flexibility	   to	   answer	   the	   private	   sector´s	   needs	   (Interview	   Landa,	  1/22/2013).	  
5.4.	  Final	  Remarks	  The	  rapid	  increase	  of	  certified	  land	  was	  not	  followed	  by	  policies	  destined	  to	  increase	  the	  amount	   of	   certified	   organic	   farmers,	   nor	   to	   expand	   the	   domestic	   market.	   Without	   strong	  supportive	   policies	   or	   incentives	   for	   new	   organic	   producers,	   Argentina	   will	   not	   be	   able	   to	  confront	  the	  challenges	  of	  international	  demand.	  The	  structure	  of	  the	  state	  and	  the	  interaction	  with	   the	   private	   sector	   are	   crucial	   for	   the	   success	   of	   the	   policies	   implemented	   (Exportar,	  2009).	  Even	  though	  exports	  have	  grown	  in	  the	  last	  few	  years,	  the	  number	  of	  organic	  farms	  has	  slightly	   reduced,	   showing	  problems	   for	   the	  development	  of	   the	  sector	   in	   the	  medium	  to	   the	  long	   term.	  Among	   those	  problems,	  Grasa	   et	   al	   (2010)	   identified	   the	   scanty	   relevance	  of	   the	  domestic	   market,	   the	   lack	   of	   information	   that	   the	   producers	   have	   about	   the	   process	   of	  commercialization	   in	   internal	   and	   external	   markets,	   the	   insufficient	   and	   disarticulated	  policies	  directed	  to	  the	  sector,	  including	  those	  related	  to	  R&D.	  	  The	   lack	   of	   a	   structured	   long-­‐term	   plan,	   that	   sets	   a	   common	   goal,	   limits	   organic	  production’s	   influences	  on	  the	  development	  of	   the	  sector,	  allows	  the	  diffusion	  of	  state	   funds	  and	  efforts,	  and	  makes	   it	  problematic	   identifying	  priorities	  and	  results	   in	  the	  overlapping	  of	  objectives	   by	  different	   areas	   or	   institutions.	   These	   affect	   the	  whole	   institutional	   framework	  and	  the	  division	  of	  labor	  of	  the	  different	  organizations	  and	  institutions,	  creating	  mistrust	  and	  confusion	  for	  farmers	  and	  consumers.	  	  There	   is	  an	   intention	  to	  maintain	  the	  current	  certification	  system,	  which,	  while	  ensuring	  credibility	   to	   the	   organic	   production,	   works	   as	   an	   entry	   barrier	   for	   small	   farmers.	   As	  mentioned,	   changing	   it	   into	  a	   guarantee	   system	  without	  promoting	   the	  domestic	  market,	   in	  the	   current	   context	  where	   farmer	  associations	   and	  managerial	   capabilities	   are	   low,	  will	   not	  solve	  the	  problem.	  The	  high	  transition	  costs	  and	  the	  cost	  of	  access	  to	   information	  needed	  to	  export,	   together	   with	   the	   high	   volumes	   demanded	   by	   international	   markets,	   create	   entry	  barriers	  that	  could	  be	  surpassed	  with	  developmental	  farmer	  associations.	  The	  low	  amount	  of	  farmer	  associations	  with	  developmental	   characteristics	  constitutes	   the	  main	  difference	  with	  other	  countries	  of	  the	  region	  (Grasa	  et	  al,	  2010).	  The	  rapid	  pace	  of	  growth	  of	  the	  domestic	  market	  reopens	  the	  opportunity	  for	  discussing	  alternative	  certification	  systems	   that	  could	   lower	  certification	  costs	   for	  small	   farmers,	  while	  maintaining	  a	   strong	   international	   reputation.	  Nonetheless,	   doing	   this	  demands	   investment,	  effort,	   coordination,	   planning	   and	   collaborative	   business-­‐state	   relations.	   The	   current	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centralization	  of	   funds	  by	   the	  national	   state	   and	   the	   lack	  of	   involvement	   of	  most	   provincial	  governments	   for	   developing	   the	   organic	   sector	   responds	   to	   the	   low	   priority	   that	   the	   state	  gives	   to	   the	   promotion	   of	   agro-­‐ecological	   productions,	   translated	   in	   low	   levels	   of	   state	  investments.	  	  
Chapter	  6.	  Conclusion	  
Is	   organic	   production	   for	   export	   developing	   the	   bases	   of	   a	   future	   Ricardian	   strategy	   in	  
Argentina	  that	  includes	  small	  farmers	  in	  a	  way	  that	  previous	  patterns	  of	  agricultural	  production	  
and	  development	  strategies	  did	  not?	  The	  government	  is	  not	  prioritizing	  organic	  production	  in	  the	  way	  needed	  to	  transform	  it	  into	   the	  driver	  of	   the	  next	  Ricardian	  strategy.	  The	  strategy	   for	   the	  promotion	  of	   the	  organic	  sector	  is	  too	  limited	  in	  its	  scope	  and	  funds	  to	  expect	  the	  transformation	  of	  the	  rural	  structure	  and	   the	   emergence	   of	   small	   farmer	   associations	   with	   managerial	   capabilities,	   which	   could	  reduce	   costs	   and	   entry	   barriers	   hence	   fostering	   production.	   Although	   the	   world	   and	   the	  region	  show	  many	  successful	  cases	  of	  small	  farmer	  associations	  that	  achieved	  access	  to	  export	  markets,	   the	   legacy	   of	   previous	   development	   strategies	   in	   Argentina	   shaped	   the	   social	  structure	  of	   the	  country’s	  rural	  areas	  hampering	  the	  organization	  of	  small	   farmers.	  While	   in	  Brazil,	  Mexico,	  Peru	  and	  Chile	  farmer	  associations	  have	  management	  capabilities;	  in	  Argentina	  the	   different	   social	   structure	   demands	   searching	   for	   alternative	   strategies	   for	   the	  development	   of	   the	   organic	   sector.	   But	   as	   we	   have	   seen,	   the	   organic	   production’s	  competitiveness	  adapts	  better	  to	  small	  famers’	  production.	  The	  state	  and	   the	  business	  sector	  relations	  are	  crucial	   for	   increasing	   the	  productivity	  of	  the	   organic	   sector.	   Improving	   the	   information	   exchange,	   reciprocity	   and	   trust	   by	   de-­‐centralizing	  state	  funds	  and	  transfer	  responsibilities	  to	  farmer	  associations,	  while	  monitoring	  their	   evolution,	   could	   contribute	   to	   that	   end.	   Achieving	   that	   goal	   would	   also	   increase	   the	  credibility	   of	   the	   government,	   as	   farmers	   not	   only	   are	   receivers	   but	   also	   creators	   of	   the	  support	   policies,	   allowing	   better	   adaptation	   of	   those	   to	   their	   needs.	   The	   commission	  was	   a	  very	   important	  and	  productive	  start,	  but	   the	  representation	  problems	  need	  to	  be	  addressed	  and	   the	   coordination	   and	   speed	   to	   respond	   business	   needs	   to	   be	   improved.	   Also,	   the	  commission	  needs	  to	  pay	  more	  attention	  to	  these	  central	  aspects	  that	  hinder	  the	  development	  of	  the	  sector,	  as	  the	  strategic	  planning	  or	  the	  certification	  system.	  The	  creation	  of	  a	  National	  Plan	  focused	  on	  the	  organic	  farming	  that	  aims	  to	  potentiate	  the	  production	   capacity	   of	   the	   country,	   together	   with	   funds	   and	   efforts	   for	   supporting	   it,	   can	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awaken	  private	  actors’	  and	  provincial	  civil	  servants’	  interests	  in	  the	  development	  of	  the	  sector.	  Also,	   it	   can	   stimulate	   farmers’	   conversion	   to	   organic	   methods,	   and	   build	   associations	   with	  managerial	  capabilities,	  changing	  the	  low	  inclusive	  characteristics	  of	  the	  rural	  structural	  path	  promoted	  by	  previous	  development	  strategies.	  But	  “today,	  the	  (Argentinean)	  state	  still	  has	  not	  
clarified	   its	   function	   in	   terms	   of	   what	   to	   do	   with	   organic	   production”	   (Interview	   Landa,	  1/22/2013).	  The	   creation	   of	   developmental	   associations	   that	   foster	   production	   is	   fundamental	   for	  small	  farmers,	  as	  it	  would	  allow	  them	  to	  reduce	  costs,	  increase	  volumes	  and	  share	  knowledge.	  It	   could	   also	   ease	   the	   state’s	   distribution	   and	   collection	   of	   information,	   and	   its	   control	   and	  monitoring	  tasks	  while	  delegating	  responsibilities.	  This	  is	  the	  point	  where	  the	  sector	  is	  most	  delayed.	   Managerial	   associations	   are	   rare	   and	   the	   institutions	   have	   little	   resources	   to	  encourage	  them.	  To	  survive	  and	  grow	  small	  farmers	  need	  to	  join	  together	  and	  unless	  they	  are	  institutionally	   organized,	   they	   will	   not	   be	   able	   to	   take	   advantage	   of	   the	   current	   change	   of	  paradigm	  of	  production.	  There	  is	  where	  most	  state	  action	  should	  focus.	  Also	   much	   R&D	   is	   lacking	   at	   the	   farmers’	   and	   at	   state	   level.	   There	   is	   a	   lack	   of	   market	  studies,	  studies	  that	  compare	  conventional	  and	  organic	  productions,	  and	  that	  account	  for	  the	  number	   of	   non-­‐certified	   organic	   farmers	   and	   for	   the	   employment	   created	   by	   the	   organic	  sector	  (Interview	  Soria,	  6/3/2013).	  	  Differing	   from	   the	   soybean	   business	   where	   multinational	   corporations	   (i.e.	   Monsanto)	  drove	   the	   adoption	   of	   a	   simplifying	   technological	   solution	   for	   increasing	   land	   yields,	   the	  organic	  production	  in	  Argentina	  lacks	  powerful	  political	  and	  economic	  global	  actors,	  such	  as	  multinational	   corporations	   that	   can	   drive	   the	   dissemination	   of	   the	   adoption	   of	   organic	  technologies.	   Because	   conversion	   to	   organic	   implies	   building	   capabilities	   in	   farmers,	  demanding	   high-­‐skilled	   planning	   and	   learning	   rents,	   the	   absence	   of	   a	   driver	   actor	   that	  promotes	  and	  organizes	   the	  adoption	  of	   these	  technologies	  diminishes	   the	  probabilities	  and	  increases	   the	   costs	   of	   these	   transformations.	   The	   different	   technics	   of	   organic	   production	  promote	   the	   input	   independence	   and	   the	   ecological	   sustainability	   of	   the	   agricultural	   sector.	  This	   limits	   the	   possibilities	   of	   multinational	   corporations	   to	   become	   drivers	   of	   organic	  development,	  demanding	  a	  greater	  involvement	  of	  the	  state.	  This	  demand	  not	  only	  attains	  to	  Argentinean	  production,	  but	  the	  characteristics	  of	  Argentina’s	  agricultural	  sector	  increase	  this	  need.	   “For	   organic	   production	   to	   become	   a	   major	   contributor	   to	   Argentina’s	   development,	   a	  
strong	   and	   active	   state	   policy	   is	   needed.	   But	   there	   might	   not	   be	   a	   chance	   that	   it	   happens”	  (Interview	  Soria,	  6/3/2013).	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Why	  does	  the	  state	  lack	  motivation	  to	  encourage	  the	  organic	  sector	  to	  be	  the	  driver	  of	  the	  Ricardian	   strategy?	  Although	  based	  on	   conjectures,	   the	   lack	  of	   state	  motivation	   is	   rooted	   in	  the	   political	   imperative	   of	   the	   farming	   ruling	   elite,	   embodied	   in	   previous	   development	  strategies	   that	   favored	   the	   current	   rural	   structure	  of	  Argentina.	  This	  would	  explain	   the	   low	  investments	   and	   the	   delays	   for	   encouraging	   the	   organic	   business.	   It	   coincides	   with	   the	  traditional	   political	   choices	   of	   a	   commodity	   exporting	   rural	   elite	   that	   through	   Argentinean	  history	  has	  put	  pressure	  to	  adopt	  the	  imported	  technology	  of	  core	  countries	  and	  has	  tried	  to	  supply	  their	  demand.	  	  The	   way	   that	   the	   state	   intervened	   in	   developing	   the	   organic	   sector	   is	   shaped	   by	   the	  historical	   legacies	   of	   previous	   development	   strategies	   that	   did	   not	   favor	   the	   business	  associations	   of	   small	   farmers.	   Breaking	   with	   this	   path	   of	   dependency	   would	   be	   key	   for	  developing	   the	   organic	   sector	   and	   favor	   small	   farmers’	   development.	   The	   absence	   of	   land	  reform	   in	   Argentinean	   history	   and	   successive	   policies	   that	   allowed	   land	   and	   power	  concentration	   among	   a	   few	   individuals,	   permitted	   the	   creation	   of	   a	   ruling	   elite	   difficult	   to	  remove.	   Unless	   this	   ruling	   elite	   is	   forced	   to	   share	   their	   current	   power,	   the	   developmental	  associations	  of	  small	  farmers	  are	  unlikely	  to	  emerge.	  Argentina	  currently	  produces	  enough	  food	  to	  feed	  350	  million	  people	  (that	  is	  7.7	  times	  its	  population)	   and	   could	   produce	   enough	   food	   to	   feed	   700	   million	   (Interview	   Ramirez,	  2/7/2013).	  But	   the	  portion	  of	   the	  society	   involved	   in	   that	  huge	  business	   is	  extremely	  small.	  Why	  cannot	  this	  opportunity	  contribute	  directly	  to	  spread	  wealth	  and	  employment?	  Organic	  production	  can	  open	  possibilities	  for	  innovation	  while	  spreading	  wealth	  through	  employment	  creation	   in	   a	   economically	   and	   environmentally	   sustainable	   way.	   The	   cost	   would	   be	   the	  reconstruction	   of	   the	   rural	   social	   structure,	   the	   repopulation	   of	   deserted	   areas,	   the	  revaluation	  and	  organization	  of	  small	  farmers	  and	  the	  involvement	  of	  greater	  sections	  of	  the	  society	  in	  an	  environmental	  and	  social	  Ricardian	  strategy.	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